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HAND RETURN replaced by KEY RETURN 


No longer need the operator's hand leave touch position 
to return the carriage. The “Carriage Return Key” on 
Burroughs Electric Carriage Typewriter instantly returns the 
carriage to the starting point or to any pre-determined 
intermediate point, and the paper spaces up automatically. 
This makes touch typing complete. Shifting for capitals is also 
electric. Size, shape and keytouch are like other Burroughs 
Standard Typewriters. Write for free, descriptive booklet. 
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+LETTERS-s 


A Living Character 
Srrs: Director Clutchbill has become a living character within 
this locality. 


Because of this fact. we are seeking your permission to allow a 
local artist to reproduce him in the pages of the menu to be used 
in connection with the Annual Mid-winter Dinner of this Associ- 
ation. We would greatly appreciate this courtesy. 


MatTrHew CusHING, Executive Secretary 
Massachusetts Bankers Association, Boston, Mass. 





Auditing Savings Accounts 


Srtrs: I am enclosing a form which the National Bank of 
Lansdowne (Pennsylvania) has been using for almost seven years. 
his statement is 
sent to each savings 
fund depositor after 
interest is credited 





The National Bank of Lansdowne, Pa. 


Date id 


Your Savings Fund Account According to our records had on the above dete « balance of to savings fund ac- 
$—______Including interest credited December 31,19 , of $ ——. ae | counts. We find 
does not agree wich your Pass Book, kindly inform ws. | that it checks in- 


| aes 





correct postings, it 
brings in books 
where deposits and 
withdrawals have 
not been entered for 
various reasons, it 
checks incorrect 
addresses in many cases and also informs us whether or not the 
depositor can be located at the address on our records. We also 
find that it stimulates deposits in some accounts, while in other 
accounts, having very small balances, it enables us to effect 
withdrawals. 

While most banks would consider the labor and expense too 
great to adopt the above form, we have found the time and cost 


of sending it out to be negligible in comparison to the benefit 
derived. 














W. A. SULLIVAN, Cashier, 
The National Bank of Lansdowne, Lansdowne, Penna. 


The Pages Are Now Dated 


Sirs: I have a suggestion to make which would help at least 


one of your ardent readers of Burroughs Clearing House. 

We can’t file the complete copies of Burroughs Clearing House 
and many times we want certain articles to circulate to certain 
groups of members or to become a part of our permanent file. 

My suggestion is that you run on each page the month and 
year of the issue. Going into our files we find many articles from 
Burroughs Clearing House but do not know when they appeared. 

Is this a constructive suggestion? 


PRESTON E. REED, Executive Secretary, 
Financial Advertisers Association, Chicago, III. 


Governments for the Masses 


Srrs: We wish to take this occasion to thank you for printing 
our letter and the folder describing our systematic monthly savings 
thrift plan in your December issue. We are daily receiving 
requests.from all parts of the United States for copies of the folder. 

The plan was originated by our president, Sigmund Ojserkis, 
after considerable thought. It is twofold in its purpose, to 
encourage thrift, and to provide an outlet for U. S. Government 
securities into the hands of the masses. Our experience is that 
it is serving an excellent purpose and Mr. Ojserkis is willing and 
glad to permit other banks to adopt the system, his only request 
being that on the pamphlet they give credit for the idea to the 
Boardwalk National Bank, Atlantic City, N. J. 


WILit1AM C. Boyer, Cashier, 
The Boardwalk National Bank, 
Atlantic City, N. J. 








(he Burroughs 
Clearing House 


HENRY J. BOONE. Eprror 





JANUARY, 1935 


CONTE 


Vou. 19 :: No. 4 


NTS 





o ¢ @ 
Page 

What’s Ahead for 1935 

A Symposium a ee an ee ee $s 
Your Borrowers’ Credit Policies 

Br Hanvey L. Wencnw . . . i: « «© 6 
The Washington Outlook 

By Henry D. Rapa 9 
What the Combined Figures for 

13,896 Banks Reveal 

By Wiuu1am H. BromacEe Pa es nae 12 
Legal Digest 

By Cuarues R. Rosensperc, JR... . . . . 14 
Income and Expense Accounting 

By Merritt T. EastHam . op om os & a —ae 
A Daily Report for Officers 

By Wituram M. Mirren oe eee ee 19 
Director Clutchbill Dumps $50,000 

By Frep CopenaNnD . .... . . .~ = 20 
Canadian Notes and Comment 

Me fee & Se ee UU hUh!hUm}hCU 32 


o ° od 


EDITORIAL AND BUSINESS OFFICES—Second Blvd. and Burroughs Ave. 
Detroit, Michigan 
F. E. QUISH N. V. FARRELL 
CENTRAL STATES REPRESENTATIVE EASTERN REPRESENTATIVE 
Second Blvd. and Burroughs Avenue, One Park Ave. Bldg., 1 Park Ave., 
DETROIT, MICHIGAN NEW YORK CITY 


Copyrighted, 1935, by Burroughs Adding Machine Company 




















““Swiped!”” One December Issue 


Sirs: Will you be kind enough to mail me a copy of the cur- 
rent issue. I receive this regularly but someone “‘swiped”’ it off 
my desk before I got a chance to read it. 

C. F. ANDERSON, 
First Iowa State Trust & Savings Bank, 
Burlington, Iowa 


Copies for Directors 


Sirs: Would it be possible for you to send us a number of 
copies of The Burroughs Clearing House for distribution among 
our Directors and employes. The discussion of bank problems in 
your various numbers is so intelligently done and represents so 
definite an appreciation of what is currently important that I 
would like very much to get regularly a greater number of copies. 


W. J. Fiynn, President, 
The Bank of Erie, Erie, Pennsylvania 














DO YOU USE A STEAM SHOVEL 


TO DIG POTATOES? 








Is your bank devoting too much of its 
officers’ time to cleaning up relatively 


small loans? 


In looking over a list of past due paper, 
a small item is just as irritating to a loan 


committee as a large one. 


More and more commercial banks are 
solving this problem by referring appli- 


cants for relatively small loans to their 


local Morris Plan institutions. 


Twenty-five years of pioneering and 
specialization in the field of industrial 
banking enables our members to handle 
such accounts (unprofitable, as a whole, 
to commercial banks) economically and 
understandingly. Under our specialized 
methods, they are profitable; and because 
our rates are moderate, the public also 


profits. 





MORRIS PLAN 


BANKERS 


ASSOCIATION 


with which is affiliated the Industrial Bankers Association, Inc. 


15 East FAYETTE STREET 


BALTIMORE, MARYLAND 


This series of advertisements 


is sponsored by Morris Plan 


institutions 


in 89 cities. 
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For 1935° 


by B. D. HARRIS 


N the whole, banking and eco- 
6) nomic conditions in the South- 
west are probably better than 
in any other section of the country. 
Houston has probably fared better 
throughout the depression than almost 
any other American city, largely owing 
to the influx of money and population 
arising from the great oil developments 
in the coast territory. 

At the moment, and for the immedi- 
ate future, business in retail lines 
generally in the Southwest looks pretty 
good. This is due for the most part 
to the large amount of money dis- 
bursed by the various government 


agencies; the improvement in the price 
of commodities; the extensive develop- 
ment of oil fields. Farmers, as a class, 
are relatively in much better shape 
than they have been, though still far 
from prosperous. Federal farm loans 
and HOLC loans have been very 
helpful indeed to farmers and house- 
holders, and in the collection of past- 
due taxes. Unemployment continues 
to be a big problem. 

The railroads are suffering from their 
acute difficulties, although on the 
whole their net income is improved. 
The railroad situation, however, con- 
tinues to be a major problem for the 
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The Burroughs Clearing House asked 24 of the 
country’s leading bankers to report on business 
and banking, and to forecast what they foresee as 
important trends for 1935. From the resulting 


answers six were selected for publication. 


They 


were chosen because they are representative, be- 
cause they are informative, and because they pre- 
sent an interesting composite of current thought 


nation. Manufacturing and wholesale 
business in general are subnormal and 
depending upon general recovery. Real 
estate conditions are very slowly 
improving. 

The automotive industry has experi- 
enced an astonishing come-back, the 
end of which is not yet in sight. Flour 
milling shows great improvement and 
fairly satisfactory profits as a whole. 
Conditions in the oil industry have 
been quite unsettled because of over- 
production and inability to control the 
production and movement of “hot 
oil.” Recently established govern- 
mental controls, and laws recently 
passed, promise largely to remedy this 
situation. Lumber manufacturing con- 
tinues depressed and is still far from 
prosperous. 

The cotton business is having a most 
unsatisfactory season because of re- 
duced exports, to date little more than 
half as much as for the corresponding 
period last year. The effect of the 
governmental loan agencies has largely 
been to keep the crop from moving 
into consumption as it should. The 
Bankhead Bill cut small farmers to a 
starvation income and added heavy 
and unnecessary costs of administra- 
tion, further contributing to an arti- 
ficial price and creating impediments 
and confusion in the moving and mar- 
keting of cotton. Our present govern- 
ment cotton policies, if persisted in, 
will destroy our foreign market. The 
farmers have government doles in their 
pockets and seem not yet alive to 
what is coming for them. Our port 
cities, steamship and railroad lines, 


are feeling severely the falling off of 
export business. 

Banking business is well liquidated, 
sounder and more liquid as a whole 
probably than ever before. Deposits 
are at a high-water mark, and con- 
fidence in the banks appears completely 
restored.. The banks are full of idle 
money which they are perfectly willing 
to employ in sound commercial loans. 

I will not attempt to prognosticate 
the future. Such prosperity as the 
country is now enjoying is too largely 
artificial. What the country needs 
most is restoration of confidence and 
more settled conditions under which 
business can be conducted. A national 
budget becoming more and more 
unbalanced, and a dozen other major 
difficulties apparent to all thoughtful 
bankers, make for lack of confidence 
and uncertainty in the minds of men. 


IN the main the people admire the 

President and have confidence in his 
integrity of purpose, his clear-cut 
courage, his sympathy with the condi- 
tions of the average man, and his 
unswervable determination to elimi- 
nate abuses of the past and really to 
bring about in truth and in fact a 
New Deal. While many question 
much that is being done, there is a 
pretty general feeling that stringing 
along with the President—right or 
wrong —is our best hope, in the belief 
that he will. recognize mistakes of 
theory and judgment, abandon errone- 
ous experiments, and in due time fall 
in line with what is sound and con- 
structive. 


by A. P. GIANNINI 


In the first place, California has just 
completed an exceptionally good year, 
with agriculture, the basic industry 
of the state, enjoying substantial in- 
creases in farm value of practically all 
products, with market conditions good 
and with farmers in general operating 
on a profitable basis. For this reason, 
a large proportion of the state’s popu- 
lation has been able to better its 
economic position materially, reduce 


its debt substantially, and employ its 
increased purchasing power to the 
benefit of other industries. 

As California is a major factor of 
the business of the Pacific Slope, it is 
not surprising to find that the Far 
Western States reflect this improve- 
ment. For the first ten months of 
1934, the Far West gained almost 
14 per cent in bank debits, 18 per cent 
in carloadings, 8 per cent in electric 
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power production, and about 91% per 
cent in retail sales. ° 

With the building trades and dur- 
able goods industries showing the 
effects of the stimulus of the National 
Housing Campaign, California and 
the Far West should have a better 
year in 1935 than in 1934. And as 
co-operation of business with President 
Roosevelt and his aims_ spreads 
throughout the nation, the improve- 
ment should become general in the 
United States. 

The principal changes indicated in 
the field of banking will be brought 
about through permissive legislation, 
rather than management policy. It is 
my opinion that eventually and inevi- 
tably three changes will be brought 
about in the banking structure of the 
nation, and all of them are dependent 
upon national legislative action for 
accomplishment. 


HE first of these is the creation of a 

central credit authority, which will 
probably result from an adaptation of 
the present Federal Reserve System. 
In this way a Central Bank will be 
brought into being, call it what you 
will. The need for it has been amply 
demonstrated, and under its authority 
there is hope that the credit strictures 
of the past will be avoided in future. 

The second change is the creation 
of a unified national banking system 
to replace the forty-nine national and 
state systems now operative. This 
will involve the co-ordination of exist- 
ing governmental agencies into one 
system for examination of banks, with 
resulting elimination of red tape and 
curtailment of expense to the tax- 
payers. 

The third change is one which I 


have advocated consistently, and which 
latterly has shown itself to be nearing 
fruition. I refer to the expansion of 
branch banking beyond the limits 
imposed by existing legislation. Con- 
gress at its last session empowered 
national banks to operate branches 
in accordance with the laws of the 
states served by the banks. The next 
move may be to permit national banks 
to operate state-wide systems in all 
states. It may permit the expansion 
of branch banking systems to trade 
areas, but regardless of the next 
immediate legislative move, nation- 
wide branch banking is an eventual 
certainty. 

It is a certainty because branch 
banking is in accord with the tempo 
of the times. It is modern, efficient, 
and effective. It is as much a part of 
the Twentieth Century as the airplane 
or the radio, and there is no more 
logical reason for confining its opera- 
tions to the artificial boundaries of a 
state than there would be for insisting 
upon radio waves or airplane service 
terminating at a state line. There is 
no consistency in a banking law which 
permits a New York bank to establish 
a branch in Paris, but prohibits the 
establishment of a branch in New 
Jersey. 

Therefore I foresee that with the 
banking structure of the United States 
under governmental review, these three 
changes will be brought about in the 
near future: A central credit authority; 
A unified banking system; and, The 
expansion of branch banking. In 
making these predictions, I am opti- 
mistic not only in the interest of the 
banking profession, but also of the 
general public which will benefit from 
the changes I have outlined. 


by P. D. HOUSTON 


It is not my disposition to prophesy 
or conjecture regarding the future, 
and especially has that been my atti- 
tude during these recent years. I do 
feel, however, that the basic conditions 
necessary to a prosperous business are 
mere apparent in this section of the 
country than for many years. The 
South is distinctly agricultural, with 
industry constantly increasing. New 
wealth from agriculture is our principal 
purchasing power, and with satis- 
factory yield of all field crops and 
marketing conditions favorable, there 
is every reason to expect that 1935 
will produce the greatest business 
activity the South has enjoyed for 
several years. In our immediate 
territory agriculture is more diversified 
than in the more Southern states where 
cotton is the main money crop. 

Industry is working at a profitable 
capacity, with the exception of the 
woodworking plants, which, however, 


are showing improvement. Then, too, 
there should not be lost sight of the 
vast amount of money which is being 


provided by the government in the: 


construction of the TVA project, as 
well as other government agencies. 
Bank deposits are reflecting the in- 
creased production of agriculture and 
the government’s activities in our 
section. 

There is another factor which is 
worthy of mention, namely, the mental 
attitude of the people. The vast 
majority of our citizenry has great 
faith in the President’s program and 
the business element is more reconciled 
and agreeable to co-operating with the 
New Deal. This feeling of confidence 
will be very helpful in bringing about 
constructive thought in business affairs 
which should result in increased effort 
to develop business consistent with the 
prospects based upon the basic condi- 
tions above referred to. (See page 26) 
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Credit Poucies 


T is altogether too easy to forget 
some of the fundamentals of good 
credits. While we have been going 

through a good deal of grief, as a nation, 
because of such errors in the past, it is 
encouraging that sound credit princi- 
ples have been so thoroughly proved 
sound that we may look forward to 
the future with a good deal of opti- 
mism, at least insofar as mercantile 
and bank credit work is concerned. 
It is only necessary to examine the 
national statistics to see how this is 
working out. Credits shrank tre- 
mendously —in large measure because 
of the errors which had been made in 
the past. Now they are once more 
expanding, which is all to the good. 
If they were expanding merely be- 
cause of exhortations that they be 
expanded, a conservative credit man 
might view them with alarm. Instead, 
they show every indication of expand- 
ing because the fundamental situation 
on which good credits are based is 
bettering itself, thus permitting the 
credit structure to grow on a solid 
foundation. And this is all to the good. 
If management and credit men, in 





Whether a bank loan is good or bad 
depends largely on the receivables 
behind the borrower 


THE BURROUGHS CLEARING HOUSE —January, 1935 


Y our BoRROWERS' 


When a bank sends its men out 
to keep borrowers operating on 
sound credit lines it is also 
working to reduce its own risk 


by 


HARVEY L. WELCH 


Manager, Credit Department, First National Bank 


in St. Louis 


banks as well as in mercantile and 
industrial houses, did not tend to lose 
sight of some of the basic principles 
upon which good credits are founded, 
we should certainly have escaped most 
of the grief of the depression, might in 
fact have escaped all of it. But that 
is water over the dam, beyond all 
control of our hindsight or our regrets. 
Our attention is better turned to the 
present and the future. 


OMETHING of which we in our bank 

try to keep ourselves constantly re- 
minded is that all credit work is based 
on the same fundamental principles, 
whether it is credit work for a bank, 
a manufacturing corporation, a jobber, 
a retail store, or what not. The bank 
credit man who holds this in mind is 
bound to have his feet on the ground, 
and to avert that condition sometimes 
encountered of feeling that because he 
works in a bank, deals in large figures, 
and passes on the bulk credits of large 
corporations, he is a different and 
somehow higher order of being than 
the credit men of his bank’s customers. 

As a matter of sad fact, the credits 
that he passes on are chiefly good only 
to the extent that the credits extended 
by industrial and mercantile credit 
men are sound. If he overlooks 
the interlocking relationship, he may 
awaken some morning to find that a 
borrower with an excellent statement 


has blown up right in his face. It is, 
in fact, the importance of this relation- 
ship which leads our institution to go 
behind the statements of our cus- 
tomers, right into their own credit 
and collection departments, to see 
what makes their clocks tick. This is, 
perhaps, an unduly hard-boiled state- 
ment of our policy, since in doing this 
we are quite as importantly interested 
in helping those customers who need 
it by giving them the benefit of any 
broader experience we may have been 
privileged to have through our con- 
tact with the credits of business in 
general, and other firms of their trade 
in particular. We feel that helpfulness 
to customers is quite as essential an 
element in bank credit work aseis 
analyzing the ratios and checking the 
statements. But I seem to be getting 
ahead of my story. 

When you come right down to 
fundamentals, whether a given bank 
loan is good or bad depends very 
largely on the receivables behind the 
borrower. If they pay out 981% per 
cent and are reasonably prompt, the 
bank customer pays his note when due 
and maintains an enviable record. If 
they pay out 35 per cent—and every 
banker has seen this happen at some 
time during the past few years —then 
the bank loan goes very, very sour and 
at best becomes a work-out. As some 
one has remarked, receivables are good 
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tomers and their credit men. 


Name _ Mrg A Cus 


We have two assistants who make a good many calls upon borrowing cus- 
They get behind the accounts receivable item 


ACCOUNTS RE 
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on the customer’s statement and see how these accounts were established 


just as long as they keep on dripping; 
when they cease to drip, they become 
frozen credits. 

Because we feel this very keenly, 
our credit department goes behind 
many customers’ financial statements 
to ascertain what credit policies and 
methods have been and are being used 
to create the receivables appearing on 
these statements. The purpose, of 
course, is so to employ this information 
that we may be able to help the cus- 
tomer to improve his credit policies 
and methods if this seems advisable; 
if there is no room for improvement, 
then we have satisfied ourselves that 
this item on the customer’s statement 
is worth very close to the face value. 
This is done, needless to say, with the 
full consent and co-operation of the 
loaning officer who in each instance 
has final responsibility for the account. 

Here is an instance out of the past 
few months. A borrowing customer 
became a little more than ordinarily 
slow in repaying his bank loans, so we 
started looking for the trouble. Very 
shortly afterward we settled on his 
credit policies as a probable source of 
the difficulty. So we obtained a list of 
those large customers on his books who 
were turning out not too well, and 
began our own investigations of them. 
They were, as it happened, scattered 


from the Carolinas to Utah. But by 
obtaining commercial agency reports 
and augmenting these by inquiries to 
local banks, we soon had files adequate 
to convince anybody that most of 
these credits were excessive and that 
many of them were very poor indeed. 


EXT, working through the loaning 

officer in charge, we went to the 
borrower and asked the opportunity to 
check over his credit department. This 
was granted fully, and we dug out the 
company’s files on these self-same 
accounts. Without exception, these 
poor credits had been granted on the 
strength of facts far less comprehensive 
than those we had obtained with so 
little effort. The entire set-up of that 
credit department was so faulty that 
the explanation of our own troubles 
with the borrower were at once clear. 
So this time we went to the borrowing 
officer of the manufacturer and laid 
them before him. 

By the time the situation had been 
thoroughly threshed out, a number of 
significant disclosures had come to 
light. The credit manager of the firm 
had been too thoroughly sales-minded. 
He had constantly endeavored to work 
in such a way that his firm got all of 
each customer’s business—the cus- 
tomers were retail stores. Practically 


Laie 
CEIVABLE 














speaking, he had bought this exclusive 
position by granting excessive credits. 
Those customers amenable to such 
tactics were inherently those which 
most urgently needed large lines of 
credit for merchandise, a factor of 
adverse selection which had apparently 
never dawned upon either the manage- 
ment or the credit department. The 
credits granted were in many instances 
materially larger than the manu- 
facturer could afford to give to cus- 
tomers of no better financial standing. 
The whole situation was discouraging. 

The upshot was that the manage- 
ment took a hand in the credit depart- 
ment. (The fundamental difficulty 
had been, of course, that the manage- 
ment had taken this highly important 
function of its business entirely for 
granted and had concentrated on other 
points which were far less important 
to its welfare.) The credit department 
was set back upon the right track, 
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with instructions to stay there. And 
‘the management specifically requested 
the bank to keep close watch on the 
situation. That credit department is 
not functioning 100 per cent, by any 
means. But it is doing so much better 
than before that the borrower’s credit 
standing with the bank has been 
greatly improved. 


‘T0° many managements, we know 

from experience, pay little or no at- 
tention to the policies and operations of 
their credit departments. How or why 
they do this is beyond our comprehen- 
sion. No single individual in most 
good-sized banks has nearly the scope 
of financial operation that is granted 
unquestionably to most commercial 
and industrial credit men. They 
investigate the credits, grant the lines, 
approve the transactions, collect. In 
the usual business the overwhelming 
majority of all sales are on credit — 
thus weakness in this department may 
spell disaster for the firm. Typically 
these credit men do not even report 
percentages of collections to sales, nor 
accounts aged and classified. If a 
bank were to operate on any such 
basis; only great good fortune or 
exceptional ability in the responsible 
individual could permit it to survive. 
Of course, the margin on which mer- 
cantile and industrial credit managers 
operate is in general far broader than 
that of the banks. Nevertheless, it 
should be obvious that the credit 
department deserves quite as much 
and as able management attention in 
the average business as does selling, 
manufacturing, or buying. That so 
few businesses come to grief through 
their credit departments is a tribute 
to the ability of most commercial and 
industrial credit managers. 

It is a fact that most borrowers’ 
credit departments are well run. 
Within the year a good customer of 
the bank, with whose account we had 
never had a _ suspicion of trouble, 
requested that we check up his credit 
department. Collections had _ been 
slowing for him, some of the larger 
accounts on his books looked dubious 
to him; he suspected gross incompe- 
tence in the credit department. So 
we went out to look over the situation. 

What we found was a good deal more 
upsetting and fundamental than he 
had thought. It was also tremendously 
different. We had to tell him that 
after checking all through his busi- 
ness—he had given us full authority 
to look anywhere we wished —we were 
forced to conclude that the credit 
department was not only the best run 
part of his enterprise but also that it 
was about the only department which 
did not show disturbing weaknesses. 
As for the bad credits which had been 
worrying him, we simply submitted 
the files on these accounts. In each 
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file, neatly put away where it could be 
seen by anyone who bothered to look, 
was the formal report of the credit 
manager made at the time the account 
was opened, increased, or what not. 
Each of these reports recommended 
exactly the opposite course from the 
one actually taken. Clipped to each 
of these reports was a written order 
from a corporate officer overruling the 
credit manager. When the smoke 
cleared away the credit manager had 
authority and responsibilities greatly 
exceeding what he had ever possessed. 

In our bank’s credit department we 
have two assistants who do this work 
along with the manager. One of these 
men is not only a competent credit 
man but also a technically trained 
accountant—a rare combination, as 
any credit manager knows. These 
men make a good many calls upon 
borrowing customers and their credit 
men. They get behind the accounts 
receivable item on the customer’s 
statement and see how these accounts 
were established and how they are 
handled. Because these bank credit 
men get into so many different mer- 
cantile and industrial credit depart- 
ments, they are really walking encyclo- 
pedias on the operation of such de- 
partments. Usually, therefore, they 
are welcomed as potential aids to the 
credit manager, and are given access 
to just about everything they may wish. 

Often they are able to suggest ways 
in which the customer may improve 
his credit work. Perhaps the suggested 
improvement is in methods of investi- 
gation, perhaps it is in efficient han- 
dling of the great detail of a credit 
department, sometimes it is in collec- 
tion routines and procedures. They 





When a manufacturer sells goods, 

or a mercantile house buys and 

sells them, the extension of credit 
is part of the sale 


really serve as clearing houses of correct 
credit procedure, and are correspond- 
ingly welcome to the credit managers. 

As we see it, all the credit men in 
the country are doing the same job — 
we are all part of one unit in com- 
mercial finance. When a manufacturer 
makes and sells goods, or a mercantile 
house buys and sells them, the exten- 
sion of credit is an integral part of the 
sale. Usually, however, the credit 
manager of the seller is not thereby 
loaning his firm’s funds; actually, he 
is loaning the bank’s funds on which 
his firm operates. When the bank 
makes a loan to manufacturer or mer- 
chant, it is in essence taking over its 
borrower’s accounts payable from the 
books of all his sources—or looking 
at it from the other side, is putting its 
money in place of the accounts receiv- 
able of all these houses. 

In brief, then, the credit business 
of the nation’s banks, factories, mer- 
cantile houses, and so on, may well be 
considered a single pool of credit on 
which the nation’s business floats. 
So long as the credit work of all these 
individual units is well performed, the 
entire credit pool maintains its proper 
level and its smooth surface. 


I? is upon this general theory that 

our bank operates in the manner 
already described. We wish in general 
to prevent all of the credit disturbances 
that we can, and particularly we wish 
to prevent such disturbances in the 
businesses which borrow from us. - So 
long as a borrower keeps his own 
credits in good shape, we have com- 
paratively little to worry about on our 
loans. Allof which explains why, in the 
first four months of the calendar year, 
we have several of our customers’ 
credit managers calling upon our credit 
department each day —often in com- 
pany with the borrowing officer of that 
firm. It is why during the rest of the 
year our credit department usually 
has a man or two visiting the credit 
offices of our borrowing customers. It 
is why, when any trouble shows up 
in a loan or when a customer asks the 
bank for advice on the management 
of his business, we send one of our 
best men to the customer’s credit 
department and check the situation. 

We try to keep fresh in our own 
minds and the minds of our customers’ 
credit men that a bad credit occurs 
not when collection efforts fail, but 
rather when that credit is passed in 
the credit department. We keep our- 
selves and our loaning officers reminded 
that the bank’s outstanding com- 
mercial loans are chiefly only as good 
as the accounts receivable behind 
them, and that the way to assure good 
receivables behind the loans is to 
make sure that borrowers’ credit de- 
partments are working along sound 
lines indicated by sound basic policies. 
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HENRY D. RALPH 


Washington Correspondent, The Burroughs Clearing House 
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Co-operation for Recovery 





The feeling of business optimism which was apparent 
in many sections during the early winter was reflected in 
Washington through closer co-operation between business 
and banking leaders and the administration. 

Governmental actions following the election indicated 
that President Roosevelt, while not abandoning the funda- 
mental principles of the New Deal, was seeking to adopt 
methods which would gain the confidence of business and 
financial interests. There was manifest a desire to place 
emphasis on recovery rather than on reform and control of 
business, and to achieve recovery through orthodox methods 
of encouraging private borrowing and lending. 

Reassuring speeches made by a number of Cabinet 
officers and other administration officials, and a number of 
official actions were taken to indicate that the emergency 
need for government control and aid is passing and business 
can again stand on its own feet. Taking its cue from the 
American Bankers Association in pledging co-operation for 
recovery, the Chamber of Commerce of the United States 
adopted a resolution taking note of the improved sentiment 
and pledging its aid in reaching a common program to 
accelerate efforts toward recovery. Other business groups 
were not slow in following the lead of the bankers and 
the chamber. 


Governor of the Federal Reserve 





The administration’s policy of new banking legislation 
and operation of present laws will be guided very much by 
Marriner S. Eccles, newly appointed Governor of the 
Federal Reserve Board. Since last January Mr. Eccles has 
been Special Assistant to the Secretary of the Treasury, 
serving as liaison representative, and in addition has made 
special studies of plans to reconstruct the nation’s banking 
and credit structure. 

Just turned forty-four, Mr. Eccles is the youngest man 
ever to be Governor of the Reserve Board. His father was 
an outstanding financial leader in Utah, and at his death 
Marriner, barely twenty-one, took over the family interests 
and soon made a name for himself. In 1913, when twenty- 
two years of age, he was made a director of Thatcher 


x *«* * 
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Brothers Banking Company, Logan, Utah, a business which 
he expanded until it absorbed a number of other Utah 
banks. He then moved to.Ogden where with E. G. Bennett, 
until recently a director of the Federal Deposit Insurance 
Corporation, he absorbed other banks into what is now two 
branch banking systems, the First Security Bank of Idaho, 
with sixteen branches, and the First Security Bank of 
Utah, embracing seven of the nine Eccles Utah banks. 

In addition, Mr. Eccles was president of the Utah 
Construction Company, a member of Six Companies, which 
has the contract to build Boulder Dam; president of Sego 
Milk Products Company, operating in Utah, Idaho and 
California and director of a number of other business 
enterprises. 


New Federal Reserve Policies 


With Mr. Eccles as governor, the Federal Reserve Board 
loses something of its independent character, five of the 
eight board members now being Roosevelt appointees. 
The new governor is in sympathy with the desires of the 
President and the Secretary of the Treasury. 

Mr. Eccles does not advocate inflation of the currency, 
but has said he has no faith in the sacredness of the gold 
standard and no fear of an unbalanced federal budget. He 
belives that prices depend more on velocity than on volume 
of money in circulation. He favors low interest rates and 
government control of credit expansion and contraction. 

Proposals for a central bank or a federal monetary 
authority are not supported by Mr. Eccles, although he has 
expressed sympathy with suggestions for unification and 
centralization of the banking system. 

The first meeting of the Federal Reserve’s Advisory 
Council with the new governor was harmonious and 


presaged close co-operation between the board and member 
banks. 





Bank and Monetary Legislation 


In general it is apparent that whatever legislation 
on money and banking the administration may propose 
will be of a nature to arouse the least possible public 
opposition. There will be no support for a central bank or 
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a federal monetary authority at this time, and new laws 
suggested by the Treasury will be put forward as being 
simply perfecting amendments to present laws. These 
will probably include increasing the authority of the Federal 
Reserve Board over open market operations of the Reserve 
banks, and giving the board a voice in selection of governors 
of Reserve banks. Both such suggestions and others of 
the same type which may be offered would tend to centralize 
power in the Reserve Board, and as the board at present 
is co-operating with Treasury policies the result would be 
to give the administration some of the chief results which 
would be obtained under a central bank. 


Taxes and the Budget 


In December, the outlook was that there would be no 
new revenue legislation except a resolution to continue 
for another year the group of special excise or “‘nuisance” 
taxes which expire in June and which yield $500,000,000 of 
much needed revenue. This does not include the bank 
check tax. It is expected that appropriations for all of the 
the regular departments and agencies will be kept down, 
except that the remaining 5 per cent of the 15 per cent 
federal pay cut will be restored. The divided budget — 
regular and emergency —will be retained, and with the 
anticipated increase in business activity the present tax 
rates are expected to yield enough to balance the regular 
expenditures. 


Exact Status of the Check Tax 


While other nuisance taxes may be continued, it is very 
unlikely that the bank check tax will be revived. Enacted 
in 1932 with other special taxes for two years, it was 
extended to July, 1935, by the National Industrial Recovery 

.Act, but the 1932 revenue act advanced the expiration date 
of the bank check tax alone to January 1, 1935. This was 
done largely through the efforts of Chairman Doughton of 
the House committee on ways and means, and when the 
Senate struck out this amendment he insisted on it in the 
conference committee, and it was finally accepted. As the 
new revenue bill must originate in the House and will be 
in charge of Mr. Doughton, there is very little chance that 
the check tax can be revived. This tax will already have 
expired before the bill is up for debate and a revival would 
amount to imposition of a new tax rather than continuation 
of an existing one, a strategic situation making its re-enact- 
ment improbable. Still another factor is that when imposed 
in 1932 the banking situation was much different than at 
present, and the subsequent events have caused the check 
tax to return much less revenue than anticipated and it 
has been denounced as hampering recovery and interfering 
with return to normal banking activity. 








Co-ordination of Lending Agencies 


Co-ordination of all federal agencies dealing with credit 
and formation of a uniform policy on government loans is 
the purpose of a Loan Committee created by President 
Roosevelt. Under the chairmanship of the Secretary of the 
Treasury, this committee is directed to obtain improved 
co-operation among the score or more of government 
branches engaged in lending government funds. 

The committee is composed of the following: Henry 
Morgenthau, Jr., Secretary of the Treasury; Harold L. 
Ickes, Secretary of the Interior, Administrator of the 
Emergency Administration of Public Works and Adminis- 
trator of the Emergency Public Works Housing Corpora- 
tion; W. I. Myers, Governor of the Farm Credit Adminis- 
tration; John H. Fahey, Chairman of the Federal Home 
Loan Bank Board and Chairman of the Home Owners’ 
Loan Corporation; Chester C. Davis, Administrator of the 
Agricultural Adjustment Administration; George N. Peek, 
President of the Export-Import Bank; Lynn P. Talley, 





THE BURROUGHS CLEARING HOUSE —January, 1935 







\ 
~ 


International News Photo 
Marriner S. Eccles, new Governor of the Federal Re- 
serve Board, at his desk in the Treasury Department 


President of the Commodity Credit Corporation; Leo T. 
Crowley, Chairman of the Federal Deposit Insurance Cor- 
poration; Jesse H. Jones, Chairman of the Reconstruction 
Finance Corporation; Marriner S. Eccles, Governor of the 
Federal Reserve Board; and James A. Moffett, Adminis- 
trator of the Federal Housing Administration. 

Some of these agencies, such as the Farm Credit 
Administration, embrace several distinct lending institu- 
tions. Co-ordination of this group under the Treasury will 
mean a more definite and dependable credit policy, some- 
thing that banking circles have been advocating. 


Loans for Small Industry 


Much will be heard in the next Congress about the 
necessity for easier credit for small business enterprises, 
and a variety of legislative remedies will be proposed. The 
provision of the last Congress permitting the Federal 
Reserve banks and the Reconstruction Finance Corporation 
to make loans to industries when credit is unobtainable at 
banks has not been used as widely as its sponsors had hoped, 
and there will be further criticism of banks for not lending 
more liberally. 

Forewarning of this is contained in an article by Chair- 
man Jesse H. Jones of the RFC in Today, the weekly 
magazine published by Vincent Astor and edited by 
Raymond Moley. “Unless small industry is to become 
extinct,” says Mr. Jones, “it must have credit of a most 
friendly nature, and it should be extended by local banks, 
with the RFC and the Federal Reserve co-operating when 
the time and credit risk do not warrant the bank granting 
the full line. It is an.everyday occurrence for bankers to 
recommend industrial loans to the FRC of which they are 
unwilling to take any part for their own institutions.” 

Ammunition for the attack on loaning policies will be 
drawn from a survey of credit conditions among small 
manufacturing plants made by the Census Bureau for use 
of the Commerce Department’s Business Advisory and 
Planning Council. While this report lacks official sanction, 
having been made public before receiving the Advisory and 
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Planning Council’s sanction, it found that small indus- 
trialists are having great difficulty in obtaining sufficient 
credit, particularly for intermediate and long terms. 


Credits for Foreign Trade 


Close co-operation between banks and the government 
in a common program for expanding credit for foreign trade 
was assured from a meeting of a special committee of the 
American Bankers Association and officials of the two 
Export-Import banks of Washington. Together they have 
been working out a plan under which banks not desiring 
to assist their clients in financing imports or exports will 
be in contact with banks which are equipped to handle 
transactions of this sort, and the latter will work with the 
government Export-Import banks. Several new suggestions 
for increasing credit for foreign trade are under discussion, 
most of them requiring additional legislation, one being a 


plan for government insurance of risks of credit extensions 
to exporters. 





Amending the FDIC Law 


A number of important changes in the law governing 
the Federal Deposit Insurance Corporation will be pro- 
posed by the administration, and others will originate in 
Congress. Chairman Leo T. Crowley has announced that 
he will ask for amendments (1) requiring adequate capital 
structure, perhaps a ratio of deposits to capital of ten to 
one, as a price of admission to the insurance system; 
(2) making permanent the present temporary limit of 
insuring balances up to $5,000; (3) permitting the corpora- 
tion to purchase assets from banks in difficulty to facilitate 
mergers and consolidations where such would remedy the 
situation; (4) permitting the corporation to make rules and 
regulations; (5) removing the unlimited liability of banks 
to the fund and substituting a definite annual premium. 
Also Mr. Crowley has hinted that it might be desirable to 
seek legislation limiting the chartering of new banks or 
branches, and to require sound practices of bank manage- 
ment, such as a rule that losses be written off currently. 

The Treasury may propose legislation to merge or 
otherwise co-ordinate the office of Comptroller of- the 
Currency with the FDIC, but in the meantime steps in 
this direction are being taken as far as possible under the 
present law. The two organizations have agreed to issue 
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their calls for bank examinations on the same dates and are 
working on a single form for examination, which, however, 
will not be ready until spring. This standard form of call 
will then apply to all national banks, all Federal Reserve 
member banks, and all other banks in the Deposit Insurance 
Fund, but copies will still have to go to the three sets of 
officials, as new legislation will be required to have a single 
examination. Bank examiners of many states have also 
agreed to adopt this proposed standard form. 


Home Mortgage Financing 


Home mortgages and residence financing will be dis- 
cussed in Congress as the result of a series of administrative 
actions. The first was the announcement by the Home 
Owners’ Loan Corporation that it would receive no new 
applications for loans because those already on file are 
calculated to exhaust its entire fund by about April. Hope 
was expressed that banks and other lending institutions 
could take care of mortgage demands after that, but 
pressure was immediately put on many Congressmen for 
an enlargement of the HOLC lending power. 

The second incident was the discovery that in insuring 
residential mortgages the Federal Housing Administration 
intends to follow a rather conservative policy and deal 
only in loans of a high type, covering homes of good design 
and construction, located in good residential districts, and 
conservatively appraised. There will be attempts in 
Congress to force a more liberal policy. 





Article VIII Dropped from Code 


Complete elimination of the fair trade practice provi- 
sions of the NRA code for bankers has been approved by 
the National Industrial Recovery Board. These provisions, 
embraced in Article VIII of the code, dealt with hours of 
banking, interest, service charges, and trust service, and 
had been the subject of a good deal of criticism from outside 
of banking circles. 

The NRA officials made it clear that they have no 
objection to metered service charges by banks nor to making 
these charges uniform in each locality or business area, 
but both officials and the banking code committee agreed 
that it would be better to have these matters handled by 
local clearing houses or other regional groups than to have 
them covered by a national code with NRA sanction. 





Members of the Federal Reserve Board photographed when Mr. Eccles was appointed to the governor- 
ship. Reading from left to right: George R. James, Charles S. Hamlin, Adolph C. Miller, Mr. Eccles, 
J. J. Thomas, M. S. Szymeczak, and J. F. T. O’Connor, ex-officio member 
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the CoMBINED 
3 of 13,896 banks 


Compiled figures of member banks of 
the Federal Deposit Insurance Cor- 
poration show some noteworthy facts 


HE initial call report of in- 

sured banks issued in June by 

the Federal Deposit Insurance 
Corporation comprises one of the 
most comprehensive compilations 
ever made available on the condition 
of banks in the United States. 
Showing condition of insured banks 
and trust companies as of June 30, 
1934, the report combines state- 
ments of 13,896 institutions and 
furnishes considerable data hitherto 
not published. The report embraces 
5,417 national banks, 958 state 
banks which are members of the 
Federal Reserve System, 7,459 state 
banks not members of the Reserve 
System and sixty-two Morris Plan 
and industrial banks. Mutual sav- 
ings banks, some of which withdrew 
from the temporary insurance fund 
at mid-year, were not included in 
the general report. 

Analysis of the report, which gives 
resources and liabilities in great 
detail both in total and by states, 
emphasizes several interesting fea- 
tures in the present banking situ- 
ation and at the same time furnishes 
a picture of the “‘average’’ employ- 
ment of bank assets today. The 
extreme liquidity of banks becomes 
readily apparent, as does the dearth 
of proper investment medium for 
employment of idle or temporarily 
invested funds. 

While average experience in in- 
vestment of bank assets does not 
constitute a definite yardstick for 
individual banks, nevertheless the 
percentages of various classifications 
of assets does provide a working 
guide for the banker with which to 
compare his own experiences. Such 
comparisons as ratio of total deposit 
liabilities to capital account, hold- 
ings of government securities, other 
securities and loans and discounts 


should prove valuable as well as 
interesting. 

The combined condition statement 
for the 13,896 banks discloses that 
total assets were $43,435,788,000 on 
June 30 last. The largest single classi- 
fication of assets was government 
securities, the banks holding $9,707,- 
976,000 of direct obligations, equal to 
22.4 per cent of total resources. The 
next largest item was likewise in the 
investment portfolio, consisting of 
$7,790,109,000, or 15.6 per cent of the 
total, of “other securities.” 

Nearly 9 per cent of total assets was 
in the form of reserves with the 
Federal Reserve banks, this item 
amounting to $3,819,410,000 and 
$5,452,116,000, or 12.6 per cent, was 
in cash in the banks’ own vaults or on 
deposit with other banks. As a meas- 
ure of the liquidity of the banking 
system, the three items of government 
securities, deposits with Federal Re- 
serve banks and cash in vaults and 
due from other banks aggregated 
$18,979,502,000, or 43.8 per cent of 
gross assets. 

The meager demand for business 
accommodations is evidenced by the 
relatively small volume of loans and 
discounts after excluding those on 
securities and real estate loans. Total 
loans and discounts aggregated $15,- 
180,998,000, or less than 35 per cent 
of total resources. After deducting 
$5,047,229,000 loans on_ securities, 
which employed 11.6 per cent of total 
assets, and $3,462,167,000 real estate 
loans, taking 7.9 per cent of the total, 
there remained but $6,671,602,000 
classified as ‘‘all other loans.” This 
last figure, which consists chiefly of 
business borrowing, comprised but 
15.4 per cent of total assets. 

On the liabilities side of the state- 
ment, deposits aggregated $35,813,- 
594,000, or 82.4 per cent of total 
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by 


WILLIAM 
H. BROMAGE 


Financial Editor, The Chicago Journal of Commerce 


liabilities, while capital items, amount- 
ing to $6,244,327,000, accounted for 
14.4 per cent. In view of the national 
administration’s drive in late 1933 
and 1934 to strengthen the banking 
structure through increasing capital 
stock, it is interesting to note that 
average deposit liabilities of the 13,896 
banks is less than six times the average 
capital account. The administration 
first set a ratio of not more than ten to 
one and later changed it to not more 
than eight to one. 


AS a guide for the “‘average’’ bank of 

the country, the percentages given 
above are open to the criticism that 
because the large commercial banks 
are included the employment of assets 
will vary substantially from “‘average”’ 
experience. A more nearly “‘average”’ 
experience is obtained by preparing a 
compilation which eliminates four 
states, New York, Pennsylvania, Cali- 
fornia and Illinois. By excluding 
these four states, the two largest 
commercial banking centers of the 
country, New York City and Chicago 
are eliminated, and Philadelphia, Los 
Angeles and San Francisco also are 
excluded. 

Banks in these four states accounted 
for $24,209,598,000, or more than half 
of the aggregate resources of all banks 
which are members of the insurance 
corporation. A segregation of these 
states and a comparison with the 
balance of the country brings interest- 
ing differences in investment and loan- 
ing experiences. In the four states 
banks had 24.5 per cent of their assets 
invested in government securities, 
whereas the balance of the country 
showed 19.6 per cent. Investments in 
other than government securities were 
of approximately the same ratios, 
however. 

In the loan portfolios there were 
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Statement of Condition 


13,896 Member Banks of the Federal Deposit Insurance 
Corporation — June 30, 1934. 


ASSETS 


Loans on securities 
Real estate loans 
All other loans 


Total loans and discounts 
Other securities 
Reserves with Fed. Res. banks 
Cash and due from other banks 


Other assets 


Total assets 


*Demand deposits 

*Time deposits 
Inter-bank deposits 
U. S. Government deposits 
Other deposits 


Total deposits 


Surplus 
Undivided profits 
Reserves for contingencies 


Total capital account 
Other liabilities 


Total liabilities 


U. S. Government securities (direct) 


Banking house, furniture and fixtures 


LIABILITIES 


Capital stock, notes and debentures 


Retirement fund for capital issues 


*Excluding inter-bank and U. S. Government deposits. 





In Dollars In Per Cent 
000 omitted of total 
$ 5,047,229 11.6 

3,462,167 7.9 

6,671,602 15.4 
$15,180,998 34.9 

9,707,976 22.4 

6,790,109 15.6 

3,819,410 8.8 

5,452,116 12.6 

1,212,843 2.8 

1,272,336 2.9 
$43,435,788 100.0 
$16,904,618 38.9 

12,293,787 28.3 

4,476,554 10.3 

1,708,141 3.9 

430,494 1.0 
$35,813,594 82.4 
3,319,216 7.6 
1,962,163 4.5 
470,668 1.1 
491,126 pV 
1,154 0.1 

$ 6,244,327 14.4 

1,377,867 3.2 
$43,435,788 100.0 











‘fe ° For N. Y., Pa., For Balance 

Classification of Assets Cal. and ill.” of Country 
Per Cent Per Cent 
Loans on securities 13.9 8.8 
Real estate loans 5 A | 9.1 
All other loans 13.7 17.4 
Total loans and discounts 34.7 35.3 
U. S. Government securities (direct) 24.5 19.6 
Other securities 15.6 15.6 
Reserves with Fed. Res. banks 10.3 6.9 
Cash and due from other banks 8.9 17.2 
Banking house, furniture and fixtures 2.6 3.0 
Other assets 3.4 2.4 
Total assets 100.0 100.0 











wide differences. Banks in the four 
states showed nearly the same ratio 
of total loans and discounts to total 
resources as the rest of the country, 
but due largely to concentration of 
loans on securities at New York, this 
item stood at 13.9 per cent compared 
with 8.8 per cent outside the four 
states. Real estate loans by banks in 
the four states amounted to 7.1 per 
cent of total assets against 9.1 per 
cent for the remaining states. In New 
York and Illinois the volume of real 


estate loans was especially small, the 
former state having less than 4 per 
cent of its assets in this classification 
of risk and the latter less than 3 per 
cent. 

On the other hand, ‘‘all other loans 
and discounts,” comprised chiefly of 
business loans, were proportionately 
larger outside the larger centers. Out- 
side the four states, banks had 17.4 per 
cent so invested, while the four states 
showed but 13.7 per cent. The 
accompanying table shows (See page 28) 
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Pension Checks 


The payee’s name was forged by 
way of endorsement on _ sixty-four 
government pension checks, which 
were negotiated for value to A, an 
innocent party. A endorsed the checks 
and deposited them in the B Trust 
Company, which in turn deposited 
them in the X National Bank. The 
national bank collected on the checks 
from the Federal Reserve Bank of its 
district and accounted for the money 
to the trust company. 

The government sued the trust 
company and recovered. In_ the 
course of its opinion the court quoted 
from a decision handed down in an- 
other case, in which it was said: 

“The action of the defendant in 
stamping the statement ‘Previous en- 
dorsements guaranteed’ on the check 
before presenting it for payment is 
urged as a basis of recovery. Ordinarily 
such a warranty means that the en- 
dorser warrants that previous endorse- 
ments are genuine and payment made 
in reliance upon the warranty may be 
recovered upon proof that such an 
endorsement is not.”” (United States 
vs. Kings County Trust Company, 
8 Federal Supplement, 72.) 


Accommodation 


Ordinarily, an accommodation party 
to a negotiable instrument cannot 
escape liability on the ground that he 
signed without consideration and solely 
for the accommodation of another. 
An accommodation party is always 
liable to a holder in due course, even 
though the holder in due course knew 
that he was an accommodation party. 

Yet, as between the accommodation 
party and the party for whose accom- 
modation the accommodation party 
signed the note, there is no liability 
to the accommodated party on the 
part of the accommodation signer, 
regardless of what their relationship 
may be on paper. That sounds a little 
involved, perhaps, but it proved to 
be sufficiently efiective law to prevent 
a bank from recovering in a recent case. 

An attorney applied to the bank for 
a loan to certain of his clients. The 
president of the bank stated to the 
attorney that the loan would be made 
if the attorney would sign the note as 
an accommodation maker to the bank, 
along with the real borrowers,: and 
attend to the application of the pro- 
ceeds of the note in accordance with 
the purposes of the borrowers. As a 
result of this request, the attorney 
signed the note as co-maker. 

Ultimately, the bank was unable to 
collect the amount of the note from the 
two borrowers with whom the attorney 
signed and so sued the attorney on the 
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note, with a resultant verdict in favor 
of the bank. 

The appeal court, however, took the 
view that the attorney signed solely 
for the accommodation of the bank: 

“Between the accommodation party 
and the person accommodated there 
is no such liability as exists between 
an accommodation party and holders 
in due course, and one who draws or 
endorses commercial paper for the 
accommodation of another is not liable 
on it to him, whatever their apparent 
relation upon the paper may be.” 
(Great Barrington Saving Bank vs. 
Day, 192 Northeastern Reporter, 533.) 


Joint Note 


Can parties liable to a bank on a 
joint note setoff against the note their 
separate, individual and personal de- 
posits with the bank? State courts, 
passing on this question in the case of 
state banks and trust companies, have 
at times decided that under local state 
law such setoff is not permissible, but 





a recent Federal Court decision holds 
that, insofar as national banks are 
concerned, setoffs of this kind are 
enforceable against the bank. 

The national bank in this particular 
case held a note for $5,000 signed 
jointly by a corporation and an 
individual. The corporation had on 
deposit with the bank more than 
$5,000 in its own account, and the 
individual also had more than that 
sum in her personal deposit account. 

The bank was taken over by a 
receiver, and the corporation and the 
individual on the joint note brought 
an action against the receiver to 
restrain him from suing them on the 
note. Their separate deposits were 
averred as sufficient setoff for the note. 
The court held that the parties on the 
note were entitled to the setoff. 
(Bromly Shepard Co. et al. vs. Roelker, 
8 Federal Supplement, 214.) 

The court: in this case remarked 
that local state law is not controlling 
in cases involving national banks, 
pointing out that the National Banking 
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Judges are daily handing down 
decisions of interest to banks 








Act must be interpreted in a uni- 
form manner throughout the country. 


Appeal 


A national bank was located in a 
city which by order of the Board of 
Mayor and Commissioners imposed on 
the bank a tax assessment protested 
by the bank as wholly unauthorized 
by law. In accordance with the 
appropriate state statute, an appeal 
was taken by the bank to the county 
circuit court, after which the bank 
petitioned for the removal of the case 
to the Federal District Court. The 
city contested this removal, but it 
was decided that the national bank 
was entitled to have its case heard by 
the Federal Court. Specifically, the 
Federal District Court held: 

First, that the appeal from the tax 
commissioners to the county circuit 
court was a “‘suit’”’ within the meaning 
of the statute authorizing the removal 
of certain suits from state to Federal 
courts; and 






é' 
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Second, that Federal courts may 
take jurisdiction wherever it appears 
that the decision of the case will 
depend wholly or partly upon the 
application or construction of the 
Constitution or laws of the United 
States —as in this case, the right of a 
local taxing body to impose taxes on a 
national bank. (City of Hattiesburg 
vs. First National Bank, 8 Federal 
Supplement, 157.) 


Income Tax 


A trustee paid income tax on the 
income of a trust estate and later 
sought a refund of the tax. The refund 
having been refused by the Commis- 
sioner of Internal Revenue, the trustee 
brought suit and obtained judgment 
against the commissioner, who there- 
after refunded the entire tax payment. 

Later, upon a recomputation of the 
tax, the commissioner claimed a de- 
ficiency and assessed an appropriate 
tax. The trustee paid this so-called 
deficiency tax and claimed a refund, 


which was refused. The trustee then 
sued to recover. 

The court held that, aside from 
certain legal considerations indicating 
that the so-called deficiency was not 
taxable, the commissioner had no 
standing to assess the so-called de- 
ficiency tax under the circumstances in 
this case. Having refunded the entire 
tax after the first suit, the commis- 
sioner’s proper remedy at law was to 
bring suit for such part of the refund 
as was alleged to be erroneous. Not 
having availed himself of this remedy 
provided by statute, the commissioner 
could not thereafter assess and collect 
the tax on the so-called deficiency. 
(Hartford-Connecticut Trust Co. vs. 
Eaton, 8 Federal Supplement, 218.) 


Bank Assets 


Can a bank secure an antecedent 
debt by a pledge of present assets? 
It all depends, according to the 
language of a current court decision. 

A bank was indebted to another 
bank, and the question was raised in a 
lawsuit as to the legality of the manner 
in which new and additional security 
had been pledged on the indebtedness 
from time to time. It was particularly 
urged that present assets of the bank 
could not be pledged for an old debt. 

This was true, the court held, but if 
the additional collateral was pledged 
to the creditor bank to secure an 
extension of time on the debt, or by 
way of substitution for other pledged 
collateral falling due, the transaction 
was proper. It appeared there was an 
agreement between the two banks 
whereby the borrowing bank agreed 
to maintain in the lending bank’s 
hands collateral in double the amount 
of the loan. The court said it was 
legally correct for the borrowing bank 
to add or substitute collateral from 
time to time to comply with this agree- 
ment. (Hamilton Natl. Bank vs. 
Lerman, 157 Southern Reporter, 75.) 


Directors Liable 


A national bank, through action of 
its board of directors, made loans to 
one borrower to a total exceeding 10 
per cent of the capital and surplus of 
the bank, contrary to statute. Passing 
on the question of the responsibility of 
the directors, the court said: 

‘‘These directors, therefore, having 
approved loans so made in violation of 
the statute, must be deemed to have 
knowingly assented to such violation 
and must be liable accordingly for the 
resultant damages, with interest.” 
(Anderson vs. Akers, 7 Federal Supple- 
ment, 924.) 
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ITH bank income so difficult to 

earn, and expenses everywhere 

showing a tendency to soar out 
of their time-honored relationships, 
it is increasingly important to keep 
accurate track of income and expense 
items. The problem faced The San 
Francisco Bank, just as it faces banks 
everywhere. We could not afford to 
relax our vigilance in respect to 
branches or departments, in respect to 
any classification of income and outgo. 
If anything, we needed greater vigi- 
lance. At the same time, we felt it 
necessary to reduce to the minimum 
the cost of keeping these detailed 
records and comparative figures. 

The result has been a new system of 
expense and income accounting, set 
up along lines we have never en- 
countered elsewhere in banking or in 
other lines of business. This new 
system has given us a closer control on 
expense and income than we have had 
before. We obtain our figures more 
promptly, which keeps them in the 
class of live operating data rather than 
of history. Our officers and managerial 
employees are able to get them while 
they are still hot, consequently to 
make use of them to improve their 
showings —and the bank’s net profits. 
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FIGURE A This five-part set is the start of expense 
distribution. It is made up with one-time carbon 
in a snap-out type form. The expense code num- 
bers are the key to the system's simplicity 
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Income and Expense 
Accounting 


A short-cut system 
plete figures 


Most remarkable feature of the entire 
set-up, we are doing it at a material sav- 
ing in accounting and auditing expense. 

Under this new routine, we auto- 
matically and easily segregate and 
distribute to their proper classifications 
all items of expense and income for 
comparative analysis and control. We 
are able to accumulate economically, 
in desirable order, at the time of 
receipt or disbursement, a large vol- 
ume of figures. And the best of it is, 
these do not need to be re-accumulated 
at any subsequent time. 


N? longer do we maintain an ex- 

pense journal —yet we have always 
available, and in more convenient 
form, all of the facts ordinarily kept 
in a journal. To keep an expense 
journal within reasonable bounds of 
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promptly . . at low cost 


size, it has been necessary to main- 
tain separate columns only for those 
expense items which recur most 
frequently, and to lump into an omni- 
bus column all expense items of other 
classifications. To set up the journal 
entries and balance them has always 
involved considerable labor. And 
when afterwards it was desirable to 
extract these for purposes of com- 
parative statement, the labor was 
even greater. 

Our new system throws practically 
the entire job into the machines. The 
journal has gone to limbo, where we 
confidently expect it to remain for our 
expense and income accounting. We 
have our balances almost immediately 
after the day’s work has been com- 
pleted in respect to expense disburse- 
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by MERRILL T. EASTHAM 


Auditor and Controller, The San Francisco Bank, 
San Francisco, California 


longer have to extract statement 
figures; but the operations which take 
the place of extracting have been sim- 
plified to the point where the better 
results which we now obtain are had 
at a fraction of the expense in elapsed 
time, and likewise in total clerical time. 
By reason of the mechanization of the 
operations—and also because of its 
greater inherent simplicity —we have 
errors to hunt on only the rarest 
occasions. 


INALLY, summing up its general 

advantages, let us make this point: 
The entire procedure is so simple that 
it is thoroughly practical to make a 
single posting to the general ledger 
each day for all income, and another 
for all expense disbursements. All 
this, mind you, without the use of 
any journals. 

Our expense accounting system now 
starts with a specially designed five- 
part voucher, padded with one-time 
carbon sheets in the snap-out type of 
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form which permits separating the 
sheaf into two parts: the useful, 
finished voucher forms; and the useless 
top margins of the forms, with the 
used carbon sheets attached —all com- 
ing apart in a single motion, with the 
useful sheets in the typist’s one hand, 
and the other stuff in her other hand 
on the way to the waste basket. Before 
you read the rest of this paragraph, let 
us suggest that you carefully examine 
Figure A on page 16, which shows the 
set as separated after it has been 
typed. The top sheet is a voucher 
check. Sheet 2 is the Vendor’s 
Alphabetical Index form. Sheet 3, 
half-length, is our Expense Code Index 
Ticket. Sheet 4 is for the signatures 
of those who have checked, audited, 
and approved the disbursement; it is 
enough longer to show these initials to 
check-signers; and (here is an impor- 
tant step in the accounting routine) it 
carries a stub, Sheet 5, for expense 
distribution. You will note that 
all parts of this set are serially 
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numbered to agree with the check. 

Now for the uses of each of these 
forms. The voucher check requires 
little comment. Obviously it goes to 
the vendor, and carries on its face 
only one bit of information superfluous 
for him: the numbers (two on this 
particular check, though there may be 
anywhere from a single expense code 
number to many numbers on one 
check) under the heading “expense 
code.” These numbers are of the 
essence of the plan, for they provide 
the necessary facts for subsequent 
expense distribution, as will be pres- 
ently explained. Let us suggest that 
at this moment you once more look at 
Figure A. The expense code numbers 
shown are 154 and 184; but on the 
expense distribution stub, Sheet 5 of 
this set, the two items are listed 
opposite accounts number 160 and 
190, respectively “repairs and mainte- 
nance” and “taxes.” The explanation 
is simple. All expense code numbers 
in our expense classification are totaled 
under the next succeeding number 
ending in zero. Hence 154 is a 160 


FIGURE B—with the aid of a summary board it 

is a.simple matter to accumulate or to analyze 

expense figures. The ruler, which slides up or 

down on an upright st, performs the function 
of a line-finder and guide 


CeCCC SC OCeCesece 


THE SAN FRANCISCO BANK 
EXPENSE 


CLASSIICAMON 














18 











on ene 


Exhibit #6 


TRANSMITTAL OF 
INCOME EARNED 


Branches wil credit Heed Office 
d on Credit Remittence 


be ante 
Letter (Form No C.42) and the orig 
ine! of this form 4 dte 














100099929990000 
| OPERATING INCOME CONTROL 

| BRANCH HEAD OFPICE 

| 

‘ca 2 


EE nm 


|} A | Commistiens—Sen Fre lace Water Department 


| © | Commission on Trovelers’ Cherie 


ft C Dividends Recsived 


iM © | Exchonge ond Collection Chorges 


E | Ge Beck Charges 


F interest on US Obiigetions 


© | laterest on State, County ond C 


H | tetecast trom Leone 


| trtecest from Bends Werrsate, ta 


3 | Sendey tetera? Reastoed 





10.00 


181.25 





&_; Cosson Sead Soeme...... 
5M Profit from Sale of Bonds 
~ Rec! Extate Looe Fear 


O Rants om Bonk Premises 


Rawr from Sale Deporte 


- @® 


Serue Charger 


f 
| 
| 
h 
kb 
§ © | sete 
. 
| 
| 
f 
| 


S  Frust Coparterent Fees 








‘oor 


162 


| 

es 
| 

ter | 
| 


O22 | AUTO am 


| 

8g 

994) 

199 B! FOOD ane 
1896) MANaGemeny 


TOTAL Expense 







NAME OF PROPERTY 
ACQUIRED From 
OGATION 


@rtween 


MMISSIONER'S OfED oaTEO 
TRUSTEES DEED Dareg 
y . 


CLASSIFICATION 


AQVERTIGING 
© TRACTOR €xPENsE 


‘ € 2 
{ ELECTRIC CURRENT 


O62 | ruc 
| 


> | warer 


72 INSURANCE 


| MEGAL Cxpense 
} 


° Mi 
| M*SCELLANCoUs 


j 
® 

: SPAIRS AnD MAINTENANCS 
WINDOW CUfANING 


SOMMISSIONS 
SUPPLiEg 
} S€€O8. Peery ee er 
| STOCK 
PLOUGH) 
OUGHING. HARVESTING &t 
; 


| WAGES 


| vaxes 


ASSESSMENTS 


TELEPHONE 


Rents on Other Ras! Evtate Owned 


130) TOTAL OPERATING INCOME 


- acct.130 | 


HEAD OPPICE One 


os FEBRUARY 21, i) 


THE SAN FRA 
NCIS 
OTHER REAL CaTaTe mee aNK 


THE SAN FRANCI 














32.5¢ 


4 
Ses : 
: 


83.00 


1,400.00 


2487 


| 2,200.54 


[52651917 8 


*16519.174 


Manager 





OTHER REAL ESTATE 


LOANS—ORIG. Aut. 5 
FORECLOSURE Cogrs 


AOVANCES 
SELINOUENT Taxes 


TOTAL CASH Cosy 


OTHER REAL ESTar. 


a an ee 


~~ PROPERTY No 





SCO BANK 
© EXPENSE 


THE BURROUGHS CLEARING HOUSE—January, 1935 


number, and 184 is a 190 
number. The difference 
in the use of these figures 
from the two sources will 
presently appear. 

The Vendor’s Alpha- 
betical Index Form 
(Figure A, Sheet 2), is 
filed under the vendor’s 
name, so that all records 
of transactions with him 
can be pulled together 
at any time this infor- 
mation is required. 

The Expense Code 
Index Ticket (Figure A, 
Sheet 3), is filed under 
the expense classification 
code number shown, 
which enables us_ to 
group all bills pertaining 
to any class of expense 
and to obtain the amount 
of any group, at any 
time by machine listing. 
If more than one classifi- 
cation appears on this 
ticket, the filing is 
handled very simply by 
voiding all of the items 
appearing thereon 
except the first item. 
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Pencil dummies are then made for all 
other items, showing voucher check 
number in each instance, and these 
are filed under the appropriate expense 
classification code numbers. On the 
ticket reproduced here, this sheet 
would be filed under 154, and a 
pencil dummy of the six cents sales 
tax would be filed under 184. So small 
a percentage of our bank’s disburse- 
ments require distribution that it 
would not be worth our while changing 
the system to care for this point. But 
we know how this difficulty could be 
overcome in any business where such 
distribution would be necessary on a 
very large percentage of disbursements. 
It would be easy to have the voucher 
set made up with several code index 
tickets, each with carbon so made that 
it permits transfer on a single part of 
the ticket according to the position of 
the typing; then, by spacing each entry 
accordingly, we could have a set of 
code index tickets each with a single 
code number on it, thus avoiding the 
necessity for making pencil dummies. 
Perhaps by now you have wondered 
how these expense code numbers are 
assigned so that they are properly 
entered when the voucher set is typed. 
The answer is that when an invoice or 
statement comes in for O. K., there is 
placed on its face a rubber stamp with 
space for initialed authorization, and 
for the expense code numbers. The 
officer or employee who approves the 
payment pencils in the expense code 
number, and the office to which 
chargeable, and if more than one 
expense code number is_ involved, 
distributes the proper amounts to each 
code number. This takes only a split 
second, for the people authorized to 
approve statements are thoroughly 
familiar with the code numbers. 


HE fourth copy of this set shown 

in Figure A goes to the files under its 
serial number, with invoices attached; 
this is the sheet containing the signa- 
tures authorizing the payment, and is 
the real voucher copy for filing pur- 
poses. 

The stub, Sheet 5, is detached from 
the fourth copy. You will recall that 
on this the expense distribution is 
shown under one of the twenty-one 
main expense classifications, those end- 
ing in zero. This stub is set aside along 
with all other stubs of the day’s 
expense disbursements. The day’s 
accumulation of these stubs is used to 
compute daily the total operating 
expense for entering in the general 
ledger, also to prove the (See page 22) 
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FIGURE C—Sheet 7, above, is the start of income 
distribution and control; by using the summary 
board with forms similar to the large section of 
this sheet, income figures are reworked into half 
a dozen shapes without ever having to be re- 
established. The three loose-leaf sheets below 
are used to make the same general method of 
short-cut accounting handle with ease the 
ordinarily difficult ‘‘other real estate’’ accounts 
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A Dairy Report for 
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of our bank set about to devise a 

daily report that would cover the 
various and sundry activities of each 
day’s work, but yet one that would be 
concise and brief. They wanted some- 
thing that would tell at a glance the 
result of the day’s work. They also 
desired to have the directors and the 
less active officers of the bank put 
somewhat on a par with those in actual 
charge when it came to a knowledge of 
what had been accomplished. The 
need for such a report was brought 
about by the system of having officers 
and directors assemble at the close of 
each day’s work in what was termed 
the “Loan Committee”’ meeting. 

How well we succeeded in the ob- 
jective can be determined by the fol- 
lowing description of the daily report 
form illustrated. 


Ace years ago executive officers 


WILLIAM M. MITTEN 


Cashier, Stephens National Bank, 
Fremont, Nebraska 


On one side is provided space for the 
day’s overdrafts and the name, address 
and amount of each new checking 
account, savings account and certifi- 
cate of deposit customer, as well as a 
like record of re-opened and closed 
accounts of like nature. 

The reverse side it will be noted is 
more in detail. All loans made during 
the day are listed with the name of the 
borrower and whether the transaction 
was payment on a note or a paid, re- 
newed or new note. 

A space is provided for expense items 
of the day and any other remarks that 
might be pertinent to that date. 

Along the right-hand margin is 


listed space for both the total deposits 
and withdrawals on individual ac- 
counts, bank accounts, savings accounts 
and certificates of deposit. 

A place for the interest paid on any 
form of demand or time deposit is 
below the spaces for deposits and 
withdrawals. 

It is also noted on the report whether 
each cage and the proving department 
balanced or were over or short for that 
particular day and the amount of any 
discrepancy. The proving department 
is the one to which deposits from the 
teller’s cages go direct instead of having 
each teller take time from his work at 
the window to prove each customer’s 
_ to see if everything therein is 

_ 4 

The totals of the different divisions 
of note transactions are taken and the 
percentage figured on the (See page 29) 








JUDGE TUCKER 
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A scarcity of loans and an excess 


of deposits brought the Ferndale 


National’s board into meeting to 


consider action ... the action it- 


self being left to Mr. Clutchbill 


by 


FRED COPELAND 


Illustrations by Harold Flucke 


Director Clutchbill 


Dumps $50,000 


ELL! what do you say!... 

it’s getting dark—we can’t 

stay here all night!’ President 
Perkins pounded on the table. “How 
are we going to get rid of some de- 
posits? . . . the smart banks are all 
doing it. Have I got to call on each 
one of you by name?” 

The other four directors of the Fern- 
dale National Bank remained tipped 
back in their chairs, examining va- 
cantly the porcelain shade overhead 
which harbored four familiar dead 
bluebottle flies. 

“How. . . how are we going to shed 
the $50,000 excess parked with our 
correspondent, and save the $1,500 a 
year it'll cost us ... Mr. Amidon!! 
what are we talking about?” 

Mr. Amidon, the thinnest director, 
blinked, scratched his wrist, sniffed, 
then gobbled out abruptly: 

“I’m going to pass again.” 

President Perkins wrinkled his nose, 
and with the organ still wrinkled 
pointed it to the next seat. 

“Mr. MclIntosh!!”’ 

“Hrrm! hard to say. Lower our 
savings interest rate to 1 per cent 


maybe. . . probably all of ’em would 
draw out then. . . Brr! horrible thing 
to decide.” 


“‘Mr. Spearhawk!’’ yelped President 
Perkins, swallowing impatiently. 
Mr. Spearhawk, a bleak and hairless 


director, screwed up one side of his 
face, chewed the side of his tongue, 
then burst forth: 

“T dunno ... I dunno—we can’t 
loan it . . . seems like every old-time 
borrower around here that’s smart 
enough to pay it back is smart enough 
not to borrow it.” 

“Mr. Clutchbill!’’ howled President 
Perkins in desperation, looking at his 
watch. 

“Oh, I'll get rid of it for yuh.” 

The other members of the board let 
their chairs down on the front legs, 
pulled back their eyelids to full cock 
and presented the oldest director with 
a motionless stare while they waited 
for him to reveal how he would clip 
$50,000 worth of unwanted deposits 
off the general ledger. 

“Hrrm!” said President Perkins 
after a silence, “eh . . . err—I hope it 
won’t get us talked about.” 

“Oh, there'll be yawling ... but 
you can stand it if I do all the actual 
clawing. I aim to remove just one 
account. The smug and frosty Judge 
Tucker has on deposit, as I happen to 
know, just $50,000 which came from 
his selling his Governments. Horrible 


unpatriotic thing to sell Governments! 
Gracious!!” 

“You look out he don’t get us into a 
mess,”’ said President Perkins, shaking 
a finger at Mr. Clutchbill. ‘“‘He’s still 
a sly old weasel, even if he is retired.” 

“Maybe he will,” returned Mr. 
Clutchbill glibly, “but if he does 
there'll be fur coming down in this 
village for a week afterward. Anyhow, 
I’m going to ride alone on the job and 
I don’t want any of you awful warriors 
to horn in.” 

“You needn’t worry none about me 
being around,” stated Mr. Amidon, 
sniffing twice and glaring about cau- 
tiously for his hat. 

Director McIntosh of the heavy 
voice looked at Mr. Clutchbill and 
cleared his throat. “‘Hrrm! eh, Clutch- 
bill, I wouldn’t do it! Tucker’s a 
tough old cuss ... been a judge— 
knows how to set a trap. . . Brrh!” 

“IT know him better’n you do, Mr. 
MclIntosh,” snorted Director Clutch- 
bill. ‘Lived across the street from him 
for fifty years . . . like nothing bet- 


ter’n to lock horns with him... ”’ 
“Brrh!”’ 
getting up. 


said Director McIntosh, 
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Mr. Clutchbill paused for a moment, lifted the lid of the market 
basket and held it under Miss Marilla’s eyes 


of Deposits 


Mr. Clutchbill didn’t hurry out of 
the stale air of the directors’ room with 
the rest of the board. He directed his 
steps around through a corridor which 
led to the main banking room. He 
bowed unexpectedly to a member of 
the help here and there when he caught 
one secretly eying his progress. At 
Cashier John Atwood’s desk in the 
front office he stopped, bent over John 
and muttered: 

**Have $50,000 in hundred dollar bills 
sent up from our account at the city.” 

‘“‘Heh!”’ John’s head popped back. 
“What? Fifty thousand!!” 

*‘Better telephone for it . 
on hand tomorrow.” 

‘“‘Landsakes! what's happened?’ 
John got scramblingly out of his chair. 
‘“‘Has. . . has—is there another Bank 
Holiday coming?” 

“No, I’m giving a little party... 
there’ll be games —the $50,000 goes to 
the loser. I hope it ain’t us.” 

Mr. Clutchbill called, for a card and 
plain envelope. After writing on the 
card he sealed it in the envelope. “‘Strap 
this on the $50,000 when it comes in,” 
he ordered. “‘If it’s called for, the card 
goes with the money.” 


. . Want it 


“But, Mr. Clutchbill, I hate to have 
$50,000 on hand in actual cash. Think 
of the danger of a holdup.” 

‘“‘Fiddlesticks! don’t get unstrung. 
If we have to keep it more than two 
days I’ll take it up and put it in my 
cellar back of the cider barrel.” 

‘Huh, well, I shan’t sleep a wink 
while it’s around,” breathed John, 
settling slowly down in his chair, well 
knowing the old director had some 
mystery on foot which he wasn’t going 
to disclose. 


ON the way home that noon Mr. 

Clutchbill went a bit out of his way 
and called on Dr. Dustin, a physician 
with a head of thick, curly iron-gray 
hair and a white cropped mustache. 
One might have guessed that in view of 
Mr. Clutchbill’s coming rumpus with 
Judge Tucker he had called to retain 
the doctor if there should be bodily 
damage. But whatever words passed 
between them, Director Clutchbill 
seemed quite playful when he came 
out on the porch. He even stooped 
down and stroked the doctor’s large 
yellow and white cat which had a devil 
in each round green eye. 





“T can’t help but admire your cat, 
Doc. Makes me think of my cat we 
call Orange Pekoe.”’ 

“Huh, yes... yes. Cleopatra is a 


tough gal . . . exceptional claws and 
strong in her wrists.” 

*““Heh, heh, I should say so. Well, see 
yuh later.” 

Mr. Clutchbill ambled along home 
smiling vacantly as his plan unfurled 
step by step. 

When he drew abreast of his little 
white cottage he saw across the street 
the antagonist in his coming duel. 
Judge Tucker presented to passersby 
the hairless, stony face commonly 
associated with Julius Caesar, the 
Gaul. At the moment he was prowling 
back and forth in front of his brick 
Georgian house, and a mammoth dog 
galloped hither and yon on the green- 
sward. The dog, perhaps a cross be- 
tween a hyena and a bloodhound, was 
thoroughly and firmly detested by 
every one on the street. It yelled for 
an hour at a stretch by night. No 
one could pass the place without 
setting the beast into a spasm of 
barking. Mr. Clutchbill took in the 
situation as he came along and he set 
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his plans for taking immediate action. 

He entered his little white cottage 
quietly by the kitchen door and stood 
listening to learn if Marilla, his ancient 
sister, was in hearing. There was no 
sound of domestic activity downstairs. 
Mr. Clutchbill got down on his hands 
and knees and looked under the stove. 
He was rewarded by a ball of yellow 
and white fur. 

‘“‘Pwsst! come, Pekoe!’’ he called, 
reaching in a long arm and raking the 
cat out into what was soon to become a 
cruel world. 

Taking the yellow and white cat 
under his arm he let himself out, 
walked around to the front lawn and 
drew up to a leafless lilac bush near the 
street frontage. Suddenly he let the 
cat go. Pekoe tacked cautiously out 
on the lawn and sat down to examine 
the surrounding shores for savages. 

It was at this moment Judge 
Tucker’s night-blooming hyena caught 
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sight of the yellow and white patch of 
cat on the open fairway. He let out a 
high, lemon-tasting shriek, dug his 
toes into the sod, cleared the fence and 
was on Mr. Clutchbill’s lawn in a split 
second. 

Pekoe shot up his back and bristled. 
But this wasn’t a dog. It was the well- 
known old herd of buffalo which had 
so often chased him. He streaked like 
a rabbit to the nearest maple and went 
to its top branch. Underneath the tree 
Judge Tucker’s canine hyena with 
angry nose pointed aloft leaped and 
screamed till every pane rattled up 
and down the street. 

An upstairs window flew up in Mr. 
Clutchbill’s cottage. A small white- 
haired woman put her head out. 

“Aaron! Aaron!! what are you 
doing? How’d Pekoe get out?” 

Mr. Clutchbill came out from be- 
hind the bush. He scowled and waited 
for a hole in the yelping. 


“‘He must have stepped out when I 
did,” he shouted at the top of his 
lungs. 

“Come here, Hector!’ came Judge 
Tucker’s voice across the street. It was 
the mild call of one who is uncon- 
cerned. 

“Oh! he’ll come in a minute, all right 
enough!’ yelled Mr. Clutchbill, shak- 
ing a fist at the dog as he started for the 
line fence to procure a brick from a 
pile he kept hidden there for this very 
purpose. 

“Don’t you throw anything at my 
dog, sir,” bristled the Judge. “‘Hector 
won’t harm anybody ... he won’t 
bite anything.” 

“Wait and see!’ screamed Mr. 
Clutchbill. “If I can plant this brick 
on his brain he'll bite the dust for 
keeps. ..and. . . and rid the street 
of a public nuisance.” 

“Sir!! belched the Judge. 

Mr. Clutchbill got close, (See page 24) 


Income and Expense Accounting 


(From page 18) group totals assembled on 
the monthly master control slips (these 
monthly slips will be described a little 
further along). 

Next, please take a preliminary look 
at Figure B on page 17. The forms 
shown here are expense analysis strips 
of our branches. There is made up 
monthly an expense strip for each of 
our branches and for the head office. 
Where, you inquire, do the figures 
come from which are shown opposite 
each classification on the strip? 

Let us hark back to our old friend 
the expense code index ticket, Sheet 3 
of Figure A. You recall that these 
tickets were filed under their respective 
expense classification code numbers, 
which correspond to the numbers on 
the expense analysis strips of Figure B. 
At the end of the month the tickets 
are taken from the files, and adding 
machine lists made of the respective 
classifications. The total of each 
classification arising from a _ given 
branch office or the head office is 
transferred to the expense analysis 
strip for that office; these strips are 
ruled for use in an adding machine. 
Hence the expenses in each classifica- 
tion are placed on the strip with an 
adding machine, with transfer totals 
for each major classification, and the 
grand total at the bottom of the strip. 

Equally important, these strips are 
punched at the top for use on a sum- 
mary board—one of those devices 
which looks like a drawing board, with 
a T-square for line-finding, and with 
a series of pegs along the top to permit 
anchoring a set of similarly ruled 
sheets on the board temporarily but 
at all times in perfect alignment. The 
month’s master control slips for all of 


the offices are spread on the summary 
board, and a similar slip of different 
color is placed in the adding machine. 
Now each line of expenses is cross- 
accumulated on a calculator, and 
entered into the adding machine 
which registers these figures, with 
transfer totals and eventually the 
grand total. This contains the com- 
bined figures of all the bank’s offices, 
is the combined master control slip, 
and gives us a detailed study of the 
bank’s total expenses for the month, 
classified by code numbers as previ- 
ously explained. A _ strip of still 
another color is similarly worked up 
for semi-annual combined figures. 


D° you remember the stub, Sheet 5, 

in Figure A? This, too, is punched 
for summary board use. It is so 
devised that each stub takes a very 
narrow space on a summary board, 
consequently the board will accom- 
modate a large number at once. These 
stubs are spread on the board after 
each day’s disbursements are com- 
pleted, and the total expense disburse- 
ments under each group total are thus 
accumulated, on a similarly printed 
strip of different color. From this 
daily strip all the expenses for the 
day are posted in the general ledger 
through a single debit entry to the 
operating expense control. Referring 
back to the stub as reproduced on 
page 16, you will notice that at the 
bottom of the stub, allowance has 
been made to care for other general 
ledger items not included in the 
expense control. In smaller institu- 
tions, without branches, the entire 
expense breakdown can be satisfac- 
torily accumulated for all reasonable 


purposes on the stub, without using a 
master control strip. 

Now we come to our first actual 
control. The group totals of the 
combined master control strip must 
agree with the cross-accumulated totals 
accumulated from the check stub 
strips. And the combined recap for the 
period must balance with the control 
account in the general ledger. Thus 
we are able to prove the correctness of 
all our classifications in a very simple 
manner. 

To complete the comparative record, 
the master control slips of prior months. 
for each office are spread on the 
summary board together with the strip 
for the current month, and the figures. 
are cross-accumulated. Thus we ob- 
tain the figures for the period to date 
in each office. These periodic figures. 
are registered in the second column on 
the master strips. The combined 
periodic figures are obtained similarly. 

All of the master strips are filed in a 
special ring-type binder in which strips. 
for each month for each office are 
spread in separate divisions, per- 
mitting comparative review of each 
office’s monthly expense and the com- 
bined figures without the necessity of 
ever re-establishing the figures. 

At the end of each month the code 
index tickets are bound in proper code: 
numerical order for permanent filing. 
This makes an index to all disburse- 
ments. In comparing expenses, we: 
may suspect that an old item is out of 
line, and it becomes desirable to locate: 
the original voucher. From the classi- 


fication number, through the use of 
this code number index file, we can 
immediately ascertain the voucher: 
Now we can locate the item 


number. 
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Standea mech 


caummounmces 


through three sources: the check; the 
check register; or the numerically 
filed voucher. 

Miscellaneous items disbursed by 
cash are accumulated in a petty cash 
general ledger account. The balance 
is cleared every few days by use of a 
journal voucher identical with the 
check voucher, except that the check 
has been eliminated from the journal 
voucher. 

What of the results? We have 
comparative monthly expense records 
broken down into sixty-five classifica- 
tions for each of our branches and head 
office, without re-establishing the fig- 
ures in any way. These figures are 
assembled and a combined statement 
made by one bookkeeper in less than 
three hours at the end of each month 
when all disbursements for the month 
have been completed. 

Thus we have an excellent compara- 
tive record for any unit of our organi- 
zation at any time and at very little 
accounting cost. Another excellent 
feature is the ease, described just 
above, of determining at a moment’s 
notice the name of vendor and charac- 
ter of any purchase. | 

| 
| 














THE use of the system in the control 


- neg og of os is O A notable achievement in design and per- O 
ee See . ee we ae ormance of Autographic Registers offerin 
greatly curtailed. We had three main O f f grap é fering oO 
purposes in mind in designing the e NEW BEAUTY e NEW ACCURACY “i 
income system, all of which have been e NEW PROTECTION e NEW CONVENIENCE . 
accomplished: S) : oO 

1. : Segregate income into proper “FORM FLOW” not only suggests entry records and the efficiency with 
classifications for departmental audit QD the acme of modern design in a true _ which they are made. A new “stand- 
and for income tax purposes; . expression of flowing lines and sim- ard” has been set with Standard’s 

2. Establish the amount of income plicity, but typifies the trouble-free “FORM FLOW” models. Users of 
received from various sources for Q uninterrupted flow of hand-written ordinary autographic registers, sales 
comparative and statistical purposes, ' records always characteristic of books, padded or cut forms, will 
a on . al , dita, Standard Registers. Their maximum profit by investigating “FORM 
so as to show current and _ periodic “a : : e 
aa ent Ti O efficiency is made possible only be- FLOW” models. 
- 7 wid — _ ~— ; cause of Standard’s one moving Manufactured in 260 styles and 

3. Provide a conv enient and eco- | part — the Standard Pinwheel. This sizes including Cash Drawer mod- 
nomical means of assembling the | © time-tested and sound mechanical els, manually or electrically oper- 
figures at minimum accounting cost. | principle prevents form slippage, ated, Standard can serve adequately 

The general bookkeeper segregates | guarantees positive feed and accu- businesses of all kinds — manufac- 
all of the day’s income credit tickets | © tate alignment from copy to copy. turers, wholesalers and retailers — 
into seventeen classifications, and lists | Businesses, large and small, de- _in every industry where carbon copy 

ra : pend upon the accuracy of original records must be made. 

the various groups on the adding eS) 


machine. Now he takes the operating 


a 





income control form, which is shown 
on page 18 as Figure C, Sheet 7. This | 
form he places in the adding machine, | 
and lists the group totals opposite 
their respective classifications. A sub- 
total is taken on the bottom line of the 
strip opposite the words, ““Total Oper- 
ating Income.” Then the machine is 
cleared by registering the total on the 
credit ticket stub on the bottom of 
this form. This stub is identical with 
the general ledger credit ticket, and 
bears the income control ledger account 
number, 130. This stub is detached 
and used as the posting medium. 
Weekly, semi-monthly, and monthly 
figures are assembled by spreading 
these daily income control forms on the 
summary board and cross-accumulating 


e 
You will find the Standard Man 
anxious to serve you and quali- 
fied in Systems Analysis for the 
betterment of records. 
Call the Standard Man — 


get the facts about “FORM 
FLOW.” 











The Pinwheel principle—the 
forms Can’t Slip. 


The portable Aristocrat— an- 
other new Standard product. 


THE STANDARD REGISTER CO., DAYTON, OHIO 

Send information about Standard System checked below. : 
{} Sales Record [-] Production Records [_] Shipping Orders 
{} Invoices [] Express Receipts ("] Stock Requisitions 
{"] Bills of Lading {"] Receiving Records {] 
{"] Delivery Receipts {_] Telephone Orders CJ 


Write your name, firm name, address, in margin below 
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the amounts. This recapitulation is 
carried to a form of a different color. 

Now the income tickets are filed 
according to classification. At the 
end of each month each classification 
of income tickets is proved against the 
cross-accumulated totals, and the ag- 
gregate for the period verified with 
the general ledger balance. After 
this, the income tickets are bound for 
filing. This makes a permanent record 
easily accessible at all times. 

Just as with the expense records, 
the income record system provides 
extremely full details at minimum 
accounting cost, and with no need to 
re-establish the figures in any way. As 
with expense monthly forms, the 
income monthly forms are filed in a 
binder which displays the figures in 
columnar form, visible for comparison 
of all items. 

Another place in the bank where a 
similar method is used is in handling 
expense and income on Other Real 
Estate. In one binder are filed two 
sheets, 8 and 9, reproduced in Figure C, 
page 18. This makes it possible to 
read the total income and expense by 
months for a period of six months. 

Form 8, for Other Real Estate 
expense, carries real estate expense 
code numbers, one to a line. Other 
real estate expenses are part of the 
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same system and are paid with the 
regular expense check and all parts 
filed in the same way. The code index 
ticket is filed by property just as 
expense is segregated for each branch. 
At the end of the month the binder is 
opened. The code classification by 
property is taken from the file. The 
real estate expense sheet is inserted in 
the carriage of a duplex adding 


machine. Each classification is listed 
opposite its respective name and 
number. Total expense is transferred 


to the sheet. The lower counter 
total in the machine should balance 
with the total real estate expense. 

Other Real Estate income is handled 
in the same manner as other bank 
income. The tickets are filed by 
property and recorded on the property 
income record uniformly on the same 
line each month for comparison so as 
to show, for instance, the rental or 
vacany of any store or apartment. 
After this posting has been completed 
in detail on the property accounts, a 
regular expense analysis summary 
board form (Figure B), is inserted in 
the adding machine and the total of 
all property expense by classification 
is listed on the expense analysis sheet. 
This is filed in a summary board 
binder along with the other expense 
breakdown. 


Director Clutchbill Dumps 


(From page 22) wrenched an arm when 
he fired. It missed. 

Judge Tucker broke 
cackling laugh. 

Director Clutchbill, red in the face 
and almost frothing at the mouth, 
started for another brick but Hector, a 
coward at heart, had bounded home 
and was now to Mr. Clutchbill’s dis- 
gust being patted and praised by the 
gaunt and ghostly hand of his 
master. 

Mr. Clutchbill instantly repaired to 
the woodshed, procured a ladder and 
finally got Pekoe uprooted from a limb 
of the maple. 

“Tough, wasn’t it?” he comforted 
Pekoe as he snuggled him against his 
ear and backed down the ladder. “‘But 
you just be hanging around a front 
window tomorrow noon, Pekoe. ‘To- 
morrow the harpoon goes in to the 
handle. There will be yelling by both 
man and beast. Wild meat will be 
passed into the cage with the naked 
hand. We ought to rope olf the 
grounds and charge admission.” 

When Director Clutchbill went down 
street the next morning he carried a 
large covered market basket. And 
when he was seen coming homeward 
at about 11:30 anyone would have 
noticed the basket had something in it 
of considerable heft, for the old gentle- 


into a dry 


man shifted the basket often from one 
arm to the other. 

When he obtained an offing opposite 
his own front yard he observed, as he 
expected, Judge Tucker and dog cruis- 
ing in the lot across the street. Mr. 
Clutchbill before entering his gate 
stopped and bowed with majesty and 
depth to the Judge, causing that 
dignitary to poise over his cane and 
stare. If there had been the trace of a 
nod it could not be detected with the 
naked eye over the reaches Mr. 
Clutchbill had to focus. 


"THE old director was quite thrilled 

the Judge had presented him with the 
special gift of a frozen facade. If Mr. 
Clutchbill’s troops deployed properly 
from the flank as his generalship had 
outlined, the icicles on Judge Tucker’s 
face would tinkle like a troupe of Swiss 
bell-ringers before a half hour was 
up. 

Entering the house by the kitchen 
door as was his custom, Mr. Clutchbill 
passed into the sitting room occupied 
by his sister Marilla. He paused for a 
moment, lifted the lid of the market 
basket four inches and held it under 
Miss Marilla’s eyes. 

““Mercysakes! <Aaron!! 
earth... 

But Mr. Clutchbill was now holding 


What on 


”° 


In addition to these forms we have 
another, Sheet 10, likewise reproduced 
in Figure C on page 18. Upon this a 
full description of each piece of prop- 
erty is listed. From the Other Real 
Estate operating expense and income 
distribution forms we take the totals 
semi-annually and distribute these in 
their respective columns. This gives 
the bank a perpetual record of all 
expense and income, together with 
capital depreciation and write-off over 
an indefinite period. This method has 
certainly provided a short-cut, and 
given us the information we need at 
a minimum of accounting expense. 

All told, we have decreased our 
accounting expense materially through- 
out every operating department 
where these systems are in use. We 
are obtaining more complete informa- 
tion than before, obtaining it more 
promptly, getting all the benefits that 
come from better operating methods 
at decreased cost. Our system has 
been copied and adapted to the 
requirements of a number of other 
banks in our territory, varying in size 
from very large to very small, with 
excellent results of the same general 
sort accruing to each one. So there 
seems little reason to doubt that this 
method might be applied to operations 
in other parts of the country. 


$50,000 


the basket down for Pekoe to look. 

Pekoe took one sniff and rose with 
his back and tail hair bristling with 
frost. He exhaled a sudden hiss, full of 
warning, hot with wrath. 

‘*‘Aaron! what are you doing?” : 

Mr. Clutchbill said no word. He 
went to the front door, stepped out 
and walked to the old lilac bush down 
by the street. Squatting down, he 
lifted the basket’s lid. A yellow and 
white cat, more powerful than Pekoe, 
more resourceful than Napoleon, more 
stubborn than Garibaldi, stepped 
angrily out. It was Cleopatra, the cat 
of Dr. Dustin, lengthy of claw, power- 
ful of wrist. 

Cleopatra gave Mr. Clutchbill a 
glare and walked with power and un- 
concern out on the lawn. 

A wild, piercing yelp came from the 
grounds across the way. Judge 
Tucker’s dog had seen his meat. It 
looked all regular; yellow and white. 

There was a clatter of dog toes on 
the street, the anxious sob-like eager- 
ness of hot breath. 

But the yellow and white cat on the 
lawn was not in.motion. She had 
crouched . . . narrowed her eyes and 
was now weaving her head low like a 
half back when the ball shoots to his 
ribs. 

Judge Tucker’s 


half-hyena came 
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with a rush and a sudden burst of 
pent-up warwhoops. 

Cleopatra leaped _ sidewise 
Sprang!! 

Steering in the air with her tail she 
dropped back of the ears of the 
astonished creature under her, clamped 
her hind antennae and began scalping 
her Mohawk with her ten curved fish 
hooks, all being accomplished by the 
regular ritual which distinguished her 
work throughout her ward. 

There came from Judge Tucker’s 
dog a note so weird and new it caused 
natives two blocks away to throw up 
their windows and lean out clear to the 
belt. Had their eyes been fast enough 
they would have seen Cleopatra with 
set jaw, narrowed eyes and clamped 
dew-claws riding a hysterical hyena 
like a jockey clinging to a Derby 
winner. 

When they entered enemy territory 
Judge Tucker poised his cane and 
swung with the power of a 400-yard 
drive, expecting in one stroke to clip 
Cleopatra off his dog and real estate. 
Instead, he missed, whirled around 
twice and sat down with a strange slant 
to his eyes. 


VER on his lawn Director Clutch- 
bill gargled horribly for breath, 
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Corinthian Pillars as developed by the Greeks show the artistic 





beauty of the craftsmanship of early days. These pillars, 
adorned with rows of acanthus leaves, shafts slender and fluted, 











sucked in a square yard of new wind | 
and exploded in wild and uncontrolled | 
laughter. | 

Judge Tucker scrambled to his feet. | 
He had been wearing an old-fashioned | 
square-topped derby. It was now) 
jammed over his ears. His nose held | 
it up in front and his under jaw held 
up his nose. His cane was thrust out 
like a harpoon to ward off a charge he 
could not see. But Cleopatra was now | 
putting the dog around the splendid | 
arc of the back gardens of Ferndale, | 
taking the intervening fences with a | 
neatness that allowed her to reach 
down and grab out a handful of dog 
hair on the straight-aways. 

“Jedge! Jedge!! shouted Mr.| 
Clutchbill at the end of a last lone 
rattling burst of chuckles, ““You want | 
to feed your dawg some sand and red 
pepper.” 

“Till feed you something .. . and 
your bank!’ screamed the Judge, 
stamping around and shaking his cane. 

““Jedge!”’ pleaded Mr. Clutchbill in a 
hopeful voice, “‘if you ever enter your 
dawg in the Irish Sweepstakes I want 
a ticket on him for the race.” 

“Garrah!! yelled the Judge, red in | 
the face as he yanked out his watch, | 
glared at it and started for the street. | 
“Til clean the bank’s till if it closes the 
doors . . . you old cuss!” | 

“Help yourself! Help yourself!!”’ 
shouted Director Clutchbill, bringing | 
himself to full height like a warrior. 

Some time later Mr. Clutchbill 
trudged down to the bank. When <4 
entered he came upon Cashier John 








were beautiful examples of ancient ideals in art. This type of 
pillar, later more fully developed by the Romans, will always 
be considered a genuine example of ancient Craftsmanship. 
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Congress 
is in Session 


The activities of politics, 
business and society are more 
colorful than ever before. 
You will enjoy Washington 
this winter. 


The best in accommodations, 
location and smart surround- 
ings are available at this 
distinctive hotel. Write or 
wire for reservations. 


Nathan Sinrod, Manager 
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The Revenue Act 


of 1934 As It Affects Security 
Transactions 
By JULIUS SINKER, C.P.A., 
Tax Consultant. 


A clear and concise treatise on the 
subject, with a discussion on the ap- 
plicable phases of the law, illustrated 
by examples and charts. 


Price: One Dollar, Postpaid. 


WRITE FRANK B. SNEDECOR 
National Savings and Trust Bldg., WASHINGTON,D.C. 
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Atwood on the lobby side of the paying 
wicket pressing earnestly on something. 
On the other side of the wicket two 
women clerks were helping him. 

‘“‘What’s happened?” exclaimed Mr. 
Clutchbill. 

John bobbed up with a line of sur- 
geon’s tape sticking to one thumb. His 
eyes appeared to have only half shrunk 
to their normal diameter. The two 
women clerks eased the strain on their 
arms from pushing forward on the 
plate glass under the wicket. 

““‘What’s happened?” hollered Mr. 
Clutchbill again. 


“Why ...er-r... Judge Tucker 
smashed it!” 

“‘Hm-m! smashed it! Why?” 

“Twas the card. . . the little card 
you wanted passed out with the special 
bundle of $50,000. It said on it: 
‘Happy New Year from Pekoe and 
Aaron.’ When the Judge read that he 
slammed his cane on the wicket ledge 
and busted the glass clean across.” 

“Send him a bill . . . huh, no, [ll 
pay for it personally.” Director 
Clutchbill leaned against the counter 
edge while a comfortable smile lit up 
his face. 


What's Ahead for 1935? 


(From page 5) The banking situation in 
the South has been greatly improved, 
and much of the frozen loans based upon 
realestate have been eliminated through 
the Federal Farm Loan and the Home 
Owners’ Loan Corporations. Banks 
generally are burdened with funds 
and with scant demand for credit. 
Bank management has been given full 
consideration during the past and has 
been strengthened by the attention 
given by directors as a result of their 
responsibility being impressed upon 
them by the several supervising and 
examining agencies. Banks in our 
section welcome applications for loans 
but are exacting that applications for 
loans must be for productive uses. 

Public relations are a most impor- 
tant factor in business recovery. The 
public should be more informed as to 
what a bank is and its obligation to the 
public. Just as well should the public 
be impressed with its obligation to the 
bank. More time is being given to 
contacting customers and prospective 
customers. This will be most valu- 
able, as stated above, in bringing about 
a restoration of normal business condi- 
tions. 

Interest rates, both charged and paid 
by banks, have been considerably 
reduced and many banks are declining 
time deposits at any rate of interest 
which are not eligible in the savings 
department. 


by F. F. FLORENCE 


If business conditions which come 
under our observation are an index, 
we are not only on our way out of the 
depression but have also made some 
notable progress along the lines of 
actual recovery. And every month 
that we continue to convalesce should 
make a relapse just so much less likely. 

Our industries in Texas are doing 
well—not all of them, but most. 
Wholesale distribution for the South- 
west, the bulk of which clears through 
Dallas, shows a healthy volume of 
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steady orders; nothing sensational, 
nor potentially dangerous for the 
future, but rather a flow which is 
obviously moving into consumption 
about as fast as it is shipped. Local 
retailers report their volume of sales 
very much better than for the same 
pre-Christmas season of 1933, profits 
better, everything better than for at 
least five years. 

The condition of Texas banks is 
gratifying. Our own bank today has 
larger total deposits, larger total 
resources, than ever before. Analysis 
of our operations for the first eleven 
months of 1934 shows that we shall 
finish 1934 with the largest net profit 
of any year in our history. Is it any 
wonder that we feel encouraged about 
what is ahead for 1935? 


T seems from our observation that 

bank conditions within our state and 
adjacent territory are not greatly 
different from our own. Volume of 
commercial loans is better than a year 
or two back, but a long way short of the 
boom times. As we look back, we 
devoutly hope that the abnormal loan 
volume of those days may never 
return. Nor do we think it will. 

In our institution we have a large 
holding of government bonds, care- 
fully distributed as to maturities and 
purposes. Compared with best-name 
commercial paper, the yield of govern- 
ments is not unfavorable. We have 
substituted for a myriad of individual 
borrowers one large borrower, the 
United States Treasury, whose line is 
so easily handled that tremendous 
expense is saved throughout the bank. 
So the net return to stockholders is 
not out of line so far as might super- 
ficially appear. 

In industries and mercantile estab- 
lishments as well as banks, those 
institutions which have come through 
have learned how to do business on 
the new basis. Our bank’s and our 
customers’ expenses are far below 
what they were even three years ago. 

We believe that loaning policies for 
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the coming year will adjust themselves 
to changing conditions almost auto- 
matically in a well-run bank. The 
bad loans have all been washed up 
through charge-offs and collections. 
Actual or potential borrowers have 
proved themselves worthy of bank 
credit. One of the most encouraging 
points in the entire banking situation 
is that we have been able to revalue 
our borrowers in terms of the stuff 
they have shown under stress. Out 
of all the talk and worry about the 
alleged choking of credit by banks, 
there has finally emerged an apparent 
improvement all the way along the 
line. The administration and the 
public have discovered that few good 
loan applicants were turned away in 
the past year. And the bankers 
themselves, yielding to this pressure 
only where they were being ultra- 
conservative, have decided to do busi- 
ness on the assumption that the end 
of the world is not coming next 
week. 

All told, things look bright to us. 
Not dazzlingly bright. Not entirely 
without possibilities of relapse. Not 
without some reservations about the 
wisdom of possibly too-long and too- 
generous government passing out of 
tax money of the long-term future. 
But in general we feel that government 
activities have not been beyond the 
needs of the country at large, that these 
policies are now providing their own 
justification in the general pick-up 
within the territory where we operate. 
Business seems to be coming close to 
the point where it will progress on 
business-generated activity as con- 
trasted with the days when all the 
water flowing through the pipes was 
what had been used in priming the 
pump. 

Things might be better. But they 
have been a whole lot worse. 


by M. A. ARNOLD 


Prophesying, always hazardous, in- 
volves increased risk at this time of 
general uncertainty. If one could be 
positively assured that patient, intelli- 
gent co-operation will occur between 
business and governmental agencies, 
predicting the business outlook for 
1935 would be simplified. The inter- 
dependence of various important lines 
of business and the absolute need of 
co-operation and tolerance between 
business and federal government are 
apparently becoming more certainly 
recognized. 

Generally speaking, business is show- 
ing a rather material improvement, 
measured in terms of volume. Relief 
and unemployment, with their social 
as well as business aspects, continue 
to be among the major problems. 

In viewing the immediate future, 
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Write us today and let us have a 





York engineer or representative ana- 


lyze your situation 
York Day Raid Locker y y need 
Built in two sizes. Both sizes 
have two compartments, the 
top one to receive deposits \ Anal 
through the slot and the 


iower one for reserve cash. 


President 


YORK SAFE AND LOCK CO. 


@ YORK, PENNSYLVANIA~ e 





MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 








NEW YORK POTTSVILLE DETROIT inatniiane 
BALTIMORE ST. LOUIS CLEVELAND mong 
BOSTON SAN FRANCISCO WASHINGTON Recon 
NEW HAVEN LOS ANGELES 
HILADELPHI cae 
a HOUSTON PITTSBURGH o 


HANGHAI 
CHICAGO MONTREAL . - 











« « FIRE AND BURGLAR PROOF SAFES AND CHESTS » » 














CRAY, McFAWN & COMPANY 
Dealers on 
Municipal and Corporation Bonds 


Cun statistical defra elmentl és fe vefrared lo fernish 


. 7 . . * . 
€ nfo xmation on Mich (gan sues 
c 


FIDELITY BUILDING TELEPHONE CHERRY 6828 


DETROIT 











In writing to advertisers please mention The Burroughs Clearing House 








Bu rrou¢ghs 


Quality 


Carbon Paper | 











A complete line for 


Correspondence... 
Billing...Pencil... 
Copying... Pen 


Its exceptionally durable finish | 


produces neat, permanent im- 
pressions. It is furnished in a 
wide range of weights to meet 
every requirement. 
nearest Burroughs office for fur- 


ther information. 


BURROUGHS ADDING 
MACHINE COMPANY 
DETROIT, MICHIGAN 


Burroughs Adding Machine of Canada, | 
Limited, Windsor, Ontario | 





Call the | 





THE BURROUGHS CLEARING HOUSE—January, 1935 


there appears to be warrant for en- 
couragement that a closer understand- 
ing and closer co-operative effort is 
occurring between the government 
and business, as result of which there 
is also indication that business timidity 
resulting from a feeling of uncertainty 
respecting governmental action, is 
gradually lessening. There is basis 
for the opinion that gradually the 
fears of business will have become 
sufficiently dissipated so that a greater 
measure of initiative on the part of 
business will occur. 

Thoughtful persons recognize that 
the impetus which has been manifest 
in business is very largely traceable 
to government expenditures which, of 
itself and alone, under no circum- 
stance can result in enduring pros- 
perity. 

There is an old proverb that teaches 
that “‘Patience is the best remedy for 
any trouble.” With the passing of 
time, with its tempering influences, 
honest but conflicting views will be 
harmonized, the conservative will have 
recognized the necessity of the tempo- 
rary adoption of extreme measures 
and the radical will have come to a 
realization that there has been no 
change in sound fundamentals of 
economics, and a gradual restoration 
of business normalcy will ultimately 
result. 


by G. W. HOLMES 


Our part of the country has with- 
stood the shock of an unprecedented 
drought and an entire crop failure in a 


manner that has surprised its most 
optimistic partisans. Naturally the 
complete loss of our corn crop has 
compelled many readjustments, par- 
ticularly along the line of live stock 
production and feeding as well as 
dairy herds. Notwithstanding this, 
retail business has been quite good 
through the fall months. 

Banks, without exception, are in ex- 
cellent condition and extremely liquid 
with substantially increased deposits. 
They will be in position to finance 
recovery and aid in ample credit to 
agriculture or industry when this can 
be profitably employed. 

The problem which confronts bank 
management and which is a distinct 
factor with most banks is the profitable 
employment of their funds during 
this period. The demand for loans is 
practically non-existent. This condi- 
tion may possibly bring about some 
additional consolidations in rural areas 
if banks are not able to reduce their 
overhead successfully. 

Interest rates paid on time deposits 
are being substantially reduced and 
many banks in agricultural districts 
are eliminating interest entirely on 
time money. 

Bankers by and large in this terri- 
tory have gone through this trying 
period meeting the shock of changing 
conditions, and face the future with 
confidence. They may be depended 
upon, through their own ingenuity, to 
manage their institutions so that they 
will be a credit to themselves, a credit 
to their banks, and a credit to their 
community when conditions are ad- 
justed. 


The Figures for 13,896 Banks 


(From page 13) employment of funds, by 
percentages, for the four states com- 
pared with the balance of the country. 

Banks in New York State alone 
had resources of $13,050,908,000, or 
approximately 30 per cent of the total 
for the country. Of these assets, 
$2,247,845,000, or 17.2 per cent were 
lodged in loans on securities. New 
York banks held approximately 45 per 
cent of all loans on securities for the 
country. 

With 30 per cent of the banking 


| assets, New York banks accounted for 
| 35 per cent of all United States govern- 


ment securities held by member banks 
of the insurance fund and they held 


| 36 per cent of all fully-guaranteed 


obligations of instrumentalities of the 
goverment. Their deposits with the 
Federal Reserve banks were 39 per 
cent of the total, while loans and dis- 
counts were 30 per cent. Against 


| their 30 per cent of total assets, the 


New York institutions held but 12 per 


| cent of all real estate loans and they 


had but 16 per cent of the total ‘‘cash 
and due from banks.” 

Of the total assets of $43,435,788,- 
000, $40,950,609,000 can be designated 
as funds employed or available for 
employment. On the latter basis the 
percentage of liquidity becomes even 
greater. The $18,979,502,000 cash 
resources and government securities 
equal 46 per cent of employable funds. 
Holdings of other securities account 
for an additional 17 per cent and loans 
and discounts for the remaining 37 per 
cent. Cash resources and government 
securities of banks in New York State 
were two points higher than for the 
country as a whole, comprising 48 per 
cent of employable funds. 

A breakdown of holdings of direct 
government securities reveals that of 
the $9,707,976,000 owned by all re- 
porting banks, 53.6 per cent were in 
bonds, which are of the longest 


maturity and highest yield of govern- 
ment obligations; 31.4 per cent were in 
the medium-term Treasury notes and 
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the remaining 15 per cent in the short- 
term certificates and bills. 

Of the total of $6,790,109,000 of all 
securities other than governments, 
state, county and municipal bonds 
comprised $2,256,316,000, or 33.2 per 
cent. Railroad securities amounted to 
13.5 per cent and public utilities to 
13.3 per cent. Other domestic cor- 
poration securities comprised 15.1 per 
cent. Obligations of the Reconstruc- 
tion Finance Corporation, Federal 
Farm Mortgage Corporation and Home 
Owners’ Loan Corporation, fully guaran- 
teed by the government, totaled 8.8 
per cent. Foreign securities amounted 
to 4.9 per cent of “‘all other securities.” 

For all reporting banks the amount 
of money on deposit with other banks, 
subject to immediate withdrawal, 
totaled $3,534,672,000. Of this total, 
37 per cent was on deposit with banks 
in New York City, 10 per cent in 
Chicago and 53 per cent elsewhere. 

“All other loans,” amounting to 
$5,584,453,000, accounted for 36.7 per 
cent of total loans and discounts for 
all member banks. Loans on securities 
to other than brokers were 24.5 per 
cent, real estate loans on other than 
farm lands 19.1 per cent, real estate 
loans on farm lands 3.7 per cent and 
loans secured by chattel mortgages 
1.4 per cent. Loans on securities to 
brokers in New York City were 7.4 per 
cent of total loans and discounts and 
similar loans to brokers elsewhere 
1.4 per cent. Acceptances, notes and 
bills accounted for 3.3 per cent, open 
market commercial paper 1.4 per cent 
and loans to other banks 1.1 per cent. 

Analysis of deposit liabilities re- 
vealed that $16,904,618,000, or 47,2 
per cent were demand deposits, of 
which $14,287,801,000 (39.8 per cent) 
were individual deposits subject to 
check. State, county and municipal 
demand deposits were 5.7 per cent of 
the total, certificates of deposit (de- 
mand) 0.4 per cent and other demand 
deposits 1.3 per cent. 

Time deposits aggregated $12,293,- 
787,000, or 34.1 per cent of the total. 
The largest item of time deposits was, 
of course, savings accounts subject to 
pass book, this amounting to $9,163,- 
327,000, or 25.5 per cent of all deposits. 

The remaining deposits were made 
up of inter-bank deposits, $4,476,- 
554,000, or 12.5 per cent, United 
States Government deposits 5.0 per 
cent and all other deposits 1.2 per cent. 

Capital stock of $3,319,216,000 ac- 
counted for 53.1 per cent of the total 
capital account of $6,244,327,000. Sur- 
plus amounted to 31.4 per cent, 
undivided profits 7.5 per cent and 
reserve for contingencies 7.9 per cent. 
Of the total capital stock, which 
includes notes and debentures, $773,- 
344,000, or 23 per cent, represented 
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( shitieabe Highway No. 101 
leads to the giant redwoods 
ut every California highway 
leads to the Bank of America 


Through the well-organized 
statewide facilities of this bank- 
ing system, transit items or col- 
lections move.direct night and 
day. Route your California vol- 
ume through Bank of America 
—420 branches in 253 California 
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Reconstruction Finance Corporation - 


capital investment. 


A Daily Report for 
Officers 


(From page 19) “‘paid’” notes and “‘pay- 
ments” as compared to the total of “pay- 
ments,” “‘paid” and “‘renewed”’ showing 
what progress, if any, borrowers as a 
whole made that particular day in the 
liquidation of indebtedness to the bank. 

In the extreme right-hand corner of 
the page is a place to note the total 
change “up” or “down” in deposits for 
the day. 


Directors and officers in their eve- 
ning meetings after passing on the cur- 
rent applications, turn to the report. 
Here at their finger-tips is not only a 
summary of what happened to .the 
loans in the note case but what took 
place in deposits, withdrawals and 
expenses as well as a daily report of 
checking and savings accounts, certifi- 
cates of deposits and overdrafts. We 
have found this report helpful not only 
for reviewing each day’s business but 
also for reference when it is necessary 
to go back over transactions for any 
particular date. 
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From either a pen-and-ink or a machine-posted analysis record 


Burroughs Electric Calculator figures service charges rapidly and 
accurately. With this electrically-operated, non-listing machine 
it is a simple matter to add, subtract, multiply or divide any figures 
necessary to compute service charges, analyze accounts or determine 
average collected balances. 

Likewise, Burroughs Electric Calculator is extremely valuable 
when calculating the daily figures, including float, that must be 
posted to the analysis record itself. Besides, it has countless other 
uses, such as figuring and checking interest on savings accounts, 
notes, mortgages or bonds. 

This fast calculator is easy to operate. A light key touch actu- 
ates the motor and the motor instantly completes the operation. 
Each key always registers its full value on the dials. 

Investigate Burroughs Electric Calculator. See how it speeds 


and simplifies figuring. Call the nearest Burroughs office for a 


complete demonstration. 


Burroughs Adding Machine Company 


Detroit, Michigan 


Burroughs 


Manufacturers of ACCOUNTING MACHINES « ADDING MACHINES 
STATISTICAL MACHINES * TYPEWRITER BOOKKEEPING MACHINES 
TYPEWRITER BILLING MACHINES « CALCULATING MACHINES 


CASH REGISTERS « TYPEWRITERS *« CORRECT-POSTURE CHAIRS 
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Calculator 





FIGURES SERVICE CHARGES 
; Quickly -Lasily-Accurately 






































































































e This is a typical analysis record made 
ANALYSIS RECORD with pen and ink. It contains the 
I *) A, ell information from which Burroughs 
Ss = om as AOE Lae SSE FE Ee Cpl 193k Electric Calculator quickly and easily 
Date Ce | 2 day 3 day jem | 5 day | Cty | tee | Bey Stems Daily computes the service charge and figures 
1S RA CA ESSN aE ay aa | ARNE AiRaReRRSNN fans the cost of handling the account. 
ie 3 __ sow | 2 Spel ee 
S | 
= = | 
6 Below is a modern machine-posted 
z analysis record, made on the latest 
le 9 style Burroughs Bookkeeping Machine. 
Burroughs Electric Calculator is equally 
valuable with either record and with 
ye any plan of computing service charges. 
>r ANALYSIS RECORD 
John Doe, 
220 Main St. 
S, City ? 
| ‘Seier| HRP | Ome on 
| | 1% 
| | 25% 159354 
| | 23 
= } 2 
| ——— ! + } ; 5 
Jud fo | ao | | } é 0,030 
1. /6 0-0 g | | 1 | ff 3 6% 
EXPENSE i | INCOME 7's 
Items Deposited hge 3c | of 07 Aggregate Daily Balance F0,0-0-0 _ 9% 
Checks Paid @ 4c | aH Less 10% Reserve __ GF oO 
= ee ee I 7 | Less Aggregate Float fon 
es ae | J | Loanable Balance (1 day basis) te 1 2OU a 12% & 93161 
7 14% 3 45511 
is TOTAL EXPENSE 455 TOTAL INCOME (at 4%) — EW - 164 «3 96 37 5 * 
LOSS 2O6 18% 6 1125224 
a 20% 2 83888 * 
21'% s 50058 
23'% 5 37700 
24% 2 1,200.00 # 





| 
| 
| 
| 
| 
| 
| 





4q Items 
_ Gb Checks Paid 


Collections 


TOTAL EXPENSE 






Difference 
Expense & Income 
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CANADIAN NOTES ann COMMENT 





THE NEW BANK’S STOCKHOLDERS 


The 196-page volume containing the 
names, occupations and stock holdings 
of the 12,147 shareholders of the 
Bank of Canada, the new central bank 
of the Dominion, is an interesting cross 
section of Canadian citizenship. 

From the Atlantic to the Pacific, 
from city, town and hamlet on the 
southern border to the trading post in 
the rim of the arctic circle, citizens 
from every walk of life followed the 
urge to purchase stock in the govern- 
ment sponsored institution. As the 
100,000 share issue was heavily over- 
subscribed the maximum allotment 
allowed to one individual was cut to 
fifteen shares. There are, however, 
thousands of shareholders with small 
holdings ranging from one to ten 
shares. Directors, officers or employees 
of the chartered banks were excluded 
from owning stock under the provisions 
of the by-laws but nearly every other 
occupation is represented. The di- 
versity of these activities is shown on 
the first page of the shareholders’ list. 
The first name entered is that of a 

‘farmer residing on Prince Edward 
Island; on the same page is the name 
of a lieutenant-governor. The last 
name in the book is that of a physician 
at a northern outpost and a few names 
above is a shareholder who is described 
as a housewife in the Yukon Territory. 

Following is the division of the 
shares by provinces: 

No. of share- No. of 
shares held 


holders 

British Columbia. . . 744 6,402 
Yukon, N. W.T.... 6 6: 
/ ee ee 424 3,143 
Saskatchewan...... 662 4,217 
Manitoba.......... 765 5,893 
aes 5,299 45,584 
SN odds enw 3,255 26,013 
New Brunswick..... 335 2,959 
Nova Scotia........ 593 5,124 

ft) ee ee 64 601 


NUMISMATISTS NOTE 


Numismatists will be interested in 
an old metal token which has come to 
light at Moncton, N. B. The disc 
which is about the same size as a 
twenty-five cent piece has the following 
inscribed on one side: ‘Wood Eng. 
No. 12, % cord.” Old timers recall that 
in 1872 on the old Intercolonial Rail- 
way system, engines were refueled 
with wood along the line and tokens 
such as the above were passed to the 
settlers who supplied the wood. The 
number on the disc identified the 
engine driver who was responsible for 
the fueling and the tokens were re- 
deemable at the company’s purchasing 


by G. A. G. 





department at Moncton. As about 
this period Canada’s currency was in a 
state of flux, the “Uniform Currency 
Act” having only been passed a year 
previous in 1871, these tokens were a 
popular medium of exchange in various 
settlements along the line. 


THE DEPUTY-GOVERNOR 


The organization of the Bank of 
Canada took another step forward 
when Finance Minister E. N. Rhodes 
announced the appointment of J. A. C. 
Osborne, secretary of the Bank of 
England as deputy-governor. 

The minister’s announcement indi- 
cates that Mr. Osborne has been 
loaned by the Bank of England for the 
period of organization and for the 
early stages of operation of the 
Dominion’s institution and although 
his appointment is for five years, it has 
been arranged that he may return to 
England before the expiry of his term 
of deputy-governor “if he can be 
conveniently released.”” Mr. Osborne 
has had a wide and varied experience 
during his thirty-two years’ connection 
with the Bank of England. He has 
also had European experience in con- 
nection with the stabilization of credits, 
organization of the bank of inter- 
national settlements and other impor- 
tant banking and credit matters. 


CANADIAN ASSOCIATION OFFICERS 


Jackson Dodds, joint general man- 
ager of the Bank of Montreal, was 
re-elected president of the Canadian 
Bankers’ Association at the annual 
general meeting recently. Other offi- 
cers elected were as follows: Honorary 
presidents, Sir John Aird, Toronto, 
president of the Canadian Bank of 
Commerce; Sir Frederick Williams- 
Taylor, London, director and member 
of the London Advisory Committee of 
the Bank of Montreal; C. A. Bogert, 
Toronto, chairman of the board of the 
Dominion Bank; John R. Lamb, To- 
ronto, vice-president of the Bank of 
Toronto and J. A. McLeod, president 
of The Bank of Nova Scotia. Vice- 
presidents elected were, S. H. Logan, 
general manager, The Canadian Bank 
of Commerce; H. B. Henwood, general 
manager, Bank of Toronto, and Dudley 
Dawson, general manager, The Do- 
minion Bank, all of Toronto, and M. 
W. Wilson, Montreal, general manager, 





The Royal Bank of Canada. Arthur 
W. Rogers, K. C., formerly assistant 
secretary-treasurer of the association, 
was elected secretary-treasurer suc- 
ceeding Henry T. Ross, K. C., who 
has retired. 


THE PRESIDENT’S ADDRESS 


“The government and the people 
of this country can rest assured that 
the bankers of Canada will unani- 
mously do their utmost to co-operate 
with the Bank of Canada in the 
interests of the country at large.” 
This was one of the features of the 
address delivered by Jackson Dodds, 
president of the Canadian Bankers’ 
Association, at the annual gencral 
meeting. Mr. Dodds also urged that 
Canadian chartered banks be given 
permanent charters instead of charters 
that in present practice are renewable 
every ten years. Paragraphs from the 
address of Mr. Dodds are as follows: 


“The ten-year term for the granting of 
chartered rights and privileges to such 
ermanent institutions as Canadian banks 
ave proved themselves to be is an anomaly 
in modern banking and company legislation 
in the great financial countries of the 


world.” 
. * * 


**Corporate commercial bodies in Canada 
today have charters without limitation as 
to time, and the banks alone are left in the 
anomalous position of having their very 
existence terminated by statute and the 
right to renewed life challenged at the end 
of each decennial period.” 


oe @okce 


**Since the Great War it has become the 
fashion to establish central banks in 
different countries, and in the depression 
which has overtaken the financial and busi- 
ness world Canadians have been led into 
thinking that a central bank would be a 
chief factor in bringing about, so far as 
they are concerned, a return to prosperity.” 


* * + 


“The fashion of establishing central 
banks in what may be described as the 
lesser and newer countries of the world 
may or may not work out to the advantage 
of those countries as anticipated. But in 
Canada, for better or worse we are now to 
have a Bank of Canada set up, to be a 


bankers’ bank.” 
* _ * 


‘“‘Bankers are realists; they are ready to 
make the best possible use of the materials 
at their hands.” 


* * * 


“It would seem fitting, on what may be 
termed the passing of a chief characteristic 
of Canadian banking, that a statement be 
made as to the quality of the bank note 
circulation given by the banks to this 
country. For every dollar of note liability 
of all banks there have been in recent years 
assets of twenty times that liability.” 


PRODUCED IN THE BURROUGHS PRINT SHOP 
4070-1-35 


AT DETROIT, MICH., U.S.A. 











Pia. 
+ 
¥ 
bd 
. 








